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THE WHITE HOUSE 
25X11 , Washington 


COPY April 12, 1950 


Dear Mr. Lay: 


After consideration of the Report by the Secretaries 
of State and Defense, dated April 7, 1950, re-exemining our ob- 
jectives in peace and war and the effect of these objectives 
on our strategic plans, I heve decided to refer that Report to 
the National Security Council for consideration, with the re- 
quest that the National Security Council provide me with fur- 
ther information on the implications of the Conclusions coén- 
teined therein. I am particularly anxious that the Council 
give me a clearer indication of the programs which are envis- 
aged in the Repart, including estimates of the probeble cost 
of such programs. ad 


Because of the effect of these Conclusions upon the 
budgetary and economic situation, it is my desire that the Eco- 
nomic Cooperation Administrator, the Dieector of the Burezu of 
the Budget, and the Chairmen, Council of Economic Advisers, 
participate in the consideration of this Report by the Coanci:, 
In addition to the regular participation of the Secretary of 
the Treasury. : 


Pending the urgent completion of this study, I om 
« concerned that action ohn existing programs should not be »vost- 
poned or delayed. In addition, it. is m7 desire that no pub- 
licity be given to this Report or its contents without my 
approval. : : 


Sincerely yours, 
(SIGNED) 
HARRY S. TRUMAN 


Mr. James S. Lay, dr. 
Executive Secretary 
National Securlty Council 
washington, D. C. 
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The following report is submitted in response to the 
president's directive of January 31 which reads: 


"phat the President direct the Secretary of State 

and the Secretary of Defense to undertake mn reexamination” 
of our objectives in peace and war and of the effect of 
these objectives on our strategic plans, in the light of ths 
probable fission bomb capability and possible thermonuciear 
bomb capability of the Soviet Union." 


The document which recommended that such & directive be 
issued reads in part: 


"Tt must be considered whether & decision to proceed 
with a progrem dairected toward determining feasibility pre- 
judges the more fundamentel decisions (a) as to whether, in 
the event that a test of a thermonuclear weapon proves 
successful, such weapons should be stockpiled, or (b) if 
stockpiled, the conditions under which they might be used 
in war. If a test of a thermonuclear weapon proves successiu., 
the pressures to produce and stockpile such weapons to be 
held for the same purposes for which fission bombs are then 
peing held will pe greatly increased. The question of use 
policy can be adequately assessed only as & part of @ generat 
reexamination of this country's strategic plans and its. 
objectives in peace end war.. Such reexamination would neec 
to consider national policy not only with respect to possibls 
thermonuclear weapons, put also with respect to fission 
weapons --viewed in the light of the probeble fission bomb 
capability and the pgssible thermonuclear bomb cavability 
of the Soviet Union. The morel, psychological, and political 
questions involved in this problem would need to be tacen 
into account and be given due weight. The outcome of this 
reexamination would have © crucial bearing on the further 
question @&s to whether there should be o revision in the 
nature of the agreements , including the international contro: 
of atomic energy, which we have been secking to reach wits 
the U.S.S.R." 


. 
f 


Approved For Release 2003/09/29 : CIA-RDP86B00269R001 100130001-4 


is 


* 


\ 


Approved Forygelease aa : CIA-RDP86B00269R001 100130001-4 


ai ; 


x x! u 
. ‘ « 
2, ¢ ers : i. 


ANALYSTS 


I. BACKGROUNDS OF THE PRESENT WORLD CRISIS 


BACKGROUND BAT PE Oe 


Within the past thirty-five years the world has experienced two 
global .wars of tremendous violence, It has witnessed two revolutions 
—-the Russian and the Chinese--of extreme scope and intensity. it 
has also seen the collapse of five empires--the Ottoman, the Austro- 
Hungarian, German, Italian and Japanese--and the drastic deciine of 
two major imperial systems, the British and the French. During tne 
span of one generation, the international distribution of power nas 
been fundamentally altered. For several centuries it had proved in- 
possible for any one nation to gain such preponderant strength that 
a coalition of other nations could not in time face it with greater 
strength. The international.scene was marked by recurring periods 
of violence and war, but a system of sovereign and independent states 
was maintained, over which no state was able to achieve hegemony. 


Two complex sets of factors have now basically altered this fr..s- 
torical distribution of power. First, the defeat of Germany and 
Japan and the decline of the British and French Empires have inte:- 
acted with the development of the United States and the Soviet Union 
in such a way that power has increasingly gravitated to these two 
centers, Second, the Soviet Union, unlike previous aspirants to 
hegemony, is animated by a new fanatic faith, antithetical to our 
ow. and seeks to impose its absolute authority over the rest of ‘ie 
worid, Conflict has, therefore, become endemic and is wagec, or “1 
part of the Soviet Union, by violent or non-violent methods in ac- 
cordance with the dictates of expediency. With the development ov 
increasingly terrifying weapons of mass destruction, every individual 
faces the ever-present possibility of annihilation should the con- 
flict enter the phase of total war. 


On the one hand, tne people of the world yearn for relief from 
the anxiety arising from the risk of atomic war. On the other hand, 
any substantial further extension of the area under the dominat:on7 
of the Kremlin would raise the possibility that no coalition adequate 
to confront the Kremlin with greater strength could be assembled. It 
is in this context that this Republic and its citizens in the ascend- 
ancy of their strength stand in their deepest peril. 


The issues that face us are momentous, involving the fulfiiiment 
or destruction not only of this Republic but of civilization itself. 
They are issues which will not await our deliberations. With ccn- 
science and resolution this Government and the people it represents 
must now take new and fateful decisions. 
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III. FUNDAMENTAL DESIGN OF THE KREMLIN 


The fundamental design of those who control the Soviet gnio- 
ana tho international communist movement is to retain and SOlLLdi fy 
their absolute power, first in the Soviet Union end second in 
the areas now under their control. -In the minds of the Soviat 
iceders, however, achievement of this design requires the dynamic 
excension of their authority and the ultimate elimination of 
any erfective opposition to their authority. 


The design, therefore, calls for the complete subversion on 
*ole destruction of the machinery of government and structure 
ociety in the countries of the non-Soviet world and their 
aceméent by an apparatus and structure subservient to end con ~ 
olled from the Kvemlin. To that end Soviet efforts are nov 
directed toward the domination of the Eurasian land mass. The 
United States, as the principal center of power in the non-Sovier 
world and the bulwark of opposition to Soviet expansion, is the 
principal enemy whose integrity and vitelity must be subverted 

or destroyed by one means or another if the Kremlin is to achieve 
its fundnzenteal design, 
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IV. THE UNDERLYING CONFLICT IN THE REALM OF IDEAS 
ND VALUES BET is U. S. PURPOSE AND THE 
KREMLIN DESIGN 


A. Neture of conflict: 


The Kremlin regards the United States as the only: major 
thrent to the achievement of its fundamental design. There is 
& basic conflict between the idea of freedom under & government 
of lews, and the idea of slavery under the grim oligarchy of the 
Kremlin, which has come to a crisis with the polarization of 
power described in Section I, and the-exclusive possession of 
atomic weapons by the two protagonists. The idea of freedom, 
moreover, is peculiarly and intolerably subversive of the idea 
of siavery. But the converse is not true. The implacable purpose 
of the slave state to eliminate the challenge of freedom has plasec 
the two great powers at opposite poles. It is this fact which 
gives the present polerization of power the quality of crisis. 


The free society values the individuel as an end in himself, 
requiring of him only that measure of self discipline and self 
restraint which make the rights of each individual compatible witt 
the rights of every other individual. The freedom of the individi:: 
has as its counterpart, therefore, the negative responsibility 
of the individual not to exercise his freedom in ways inconsistent 
with the.freedom of other individuals and the positive responsi- 
bility to make constructive use of his freedom in the buildin: 
of & just society. 


From this idea of freedom with responsibility derives the 
mervelous diversity, the deep tolerance, the lawfulness of the 
free society. This is the explanation of the strength of fre= 
men, It constitutes the integrity end the vitelity of a free 
and democratic system. The free society attempts to create and 
maintein en environment in which every individuel has the opportu - 
nity to realize his creative powers. It also explains why the 
free society tolerates those within it who would use their freedox 
to destroy it. By the same token, in relations between nations, 
the prime relianco of the free society is on the strength and appear 
of its idea, and it feels no compulsion sooner or later to bring 
all societies into conformity with it, 


- 
Reed 


For the free society does not fear, it welcomes, diversity. 
It derives its strength from its hospitality even to entipathetic 
tdeas, It is a market for free trade in ideas, secure in its 
feith that free men will take the best wares, and grow to a fuillor 
and better realization of their powers in exercising their choice. 
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The idea of freedom is the most contagious idea in history, 
more contagious than the idce of submission to authority. For 
the breath of freedom cannot be tolerated in a society which hea 
come under the domination of an individual or group of individu 
with a will to absolute power, Where the despot holds absolute 
power--the absolute power of the absolutely powerful wili--al: 
other wills must be subjegeted in an act of willing submission, & 
degradation willed by the individual upon himself under the com- 
pulsion of a perverted faith. It is the first article of thi: 
faith that he finds and con only find the meaning of his exiscencs 
in serving the ends of the system, The system becomes God, and 
submission to the will of God becomes submission to the will of 
the system. It is not enough to yield outwardly to the system-- 
even Gheardian non-violence is not acceptable--for the spirit of 
resistance and the devotion to a higher authority might then remair. 
end the individual would not be wholly submissive. 


S 
Bs 


The seme compulsion which demands total power over all m:n 
within the Soviet state without @ single exception, demands total 
power over @11 Communist Parties and all states under Soviet 
domination, Thus Stalin has said that the theory and tactics or 
Leninism as expounded by the Bolshevik party ere mandatory for th: 
proletarian perties of all countries. A true internationelist is 
defined es one who unhesitatingly upholds the position of the 
Soviet Union and in the satellite states true patriotism is love 
of the Soviet Union. By the same token the "peace policy" of 
the Soviet Union, described at a Party Congress as "ao more advan- 
tesoous form of fighting capitalism", is a device to divide end 
‘4dimmobilize the non-Communist world, and the peace the Soviet Union 
seeks is the peace of total conformity to Soviet policy. 


The entipathy of slavery to freedom explains the iron curtain. 
the isolation, the autarchy of the society whose end is absolutes 
power, The existence and persistence of the idea of freedom is 2 
permanent and continuous threat to the foundation of the slave 
society; and it therefore regards as intolerable the long continued 
existence of freedom in the world. What is new, what makes the 
continuing crisis, is the polarization of power which now ines- 
capably confronts the slave society with the free, 


The assault on free institutions is world-wide now, and in 
the context of the present polarization of powor o defeat of free 
institutions anywhere is a defeat everywhere. The shock we fus- 
tained in the destruction of Czechoslovakia was not in the measure 
of Crechoslovakiats material importance to us, In a material serse, 
her capabilities were already at Soviet disposal, But when the 
integrity of Czechoslovak institutions was destroyed, it was in 
the intangible scale of values that we registered a loss more 


domasing than the material loss wo had already suffered. 
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Thus unwillingly our free society finds itsclf mortally 
challenged by the Soviet systeom..No cther value system is so who: 
irreconcilable with ours, so implacable in its purpose to des oo 
ours, so capable of turning to its own uses the most dangerous 
end divisive trends in our own society, no other so skillfull, 

nd powerfully evokes the Glements of ipra tionality in human nature 
Senne and no other has the ae of a great and growing 
center of. miditary power. e 


Bos Objectives: 


The objectives of e free society are determined by its 
fundamental values and by the necessity for maintaining the miteric? 
environment in which they flourish. Logically and in fact, thuere- 
fore, the Kremlin's challenge to the United States is directed not 
only to our values but to our physical capacity to protect their 
environment. It is a challenge which encompasses both peace =nd 
wor end our objectives in peace and war must teke account of it. 


io Thus we must make curselves strong, both in the way 
in which we affirm our values in the conduct of our national life, 
and in the development of our military and economic strength. 


2. We must lead in building a successfully functioning 
political and economic system in the free world. It is only by 
practical affirmation, abroad as well as at home, of our esséentia 
velues, that we can preserve our own integrity, in which lies the 
real frustration of the: “Gremlin design. 


3. But beyond thus affirming our-values our policy and 
actions’ must be such as to foster a fundemental change in the 
nature of theSoviet system, a change toward which the frustretion 
of the design is the first and perhaps the most important step. 
Clearly it will not only be, less costly but more effective ae 
this change occurs to a naximum extent as a result of internal 
forces in Soviet society. 


In a shrinking world, which now faces the threat of atomic 
warfare, it 1s not cn adequate objective merely to seek to check 
tne Kremlin design, for the nbdsence of order among nations is 
becoming less and less tolerable. This fact imposes on us, in 
our oun interests, the responsibility of world leadership. It 
demands that we make the attempt, and accept the risks inherent 
in it, to bring about order and justice by means consistent with 
the principles of freedom and democracy. We should limit our re- 
quirement of the Soviet Union to its participation with other 
nations on the besis of equality and respect for the rights of 
others. Subject to this requirement, we must with our allies and 
the former subject peoples seek to create a world society based 
on the principle.of consent, Its frameworl: cannot be inflexible. 
It will consist of meny nations1 communities of great and varyinz 
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abilitics and resources, and hence of war potential, The seads 
of conflicts will inevitably exist or will come into being. "o 
acknowledge this is only to acknowledge the impossibility of a 
final solution. Wot to acknowledge it can be fatally dangerous 
in & world in which there are no Pinel solutions, 


All these objectives of a frea Society are equally valid 
and necessary,in peace and war, But every consideration of de- 
votion te our fundamental values and to-our nationsl security 
demands that we seek to achieve them by the strategy of the ccld 
wor, It is only by developing the moral and material strength: 
of the free world that the Soviet régime will become convinced 
of the falsity of its assumptions end that the pre-conditions for 
Workeble agreements can be Created. By practically demonstrat ing 
the integrity and vitality of our system the free world widens 
the area of possible egreement and thus can hope gradually to 
bring about a Soviet acknowledgement of realities which in Sur. 
will eventually constitute a frustretion of the Soviet design. 
Short of this, however, it might bs possible to create a situeticor 
which will induce the Soviet Union to accommodate itself, with 
or without the conscious abandonment of its desisn, to coexistence: 
On tolerable terms with the non-Soviet world, Such a development 
would be a triumph for the ides of freedom and democracy. It 
must be an immediate objective of United States policy. 


There is no reason, in the event of war, for us to alter 
our over-all objectives. They do not include unconditional sur- 
render, the subjugation of the Russisn peoples or 2 Russia shern 
or its economic potential. Such a course would irrevocably unite 
the Russien people behind the regime which enslaves them, Ratner 
these objectives contemplate Soviet acceptance of the specific 
and limited conditicns requisite to an international environment 
in which free institutions cen flourish, and in which the Russian 
peoples will have a new chance to wort cut thelr own destiny. 
wif we can meke the Russian people our allies in this enterprise we 
will obviously have made our tesk easier and victory more certrin, 


The objectives outlined in NSC 20/4 (November 23, 1948) ana 
guoted in Chepter KX, ere fully consistent with the objectives 
stated in this paper, and they rémein valid. The Growing intensity 
of the conflict which has been impesed upon us, however, requires 
the chenges of emphasis and the additions that are apperent. 

Coupled with the probable fission bomb capability and possible 
thermcnuclesr bomb capability of the Soviet Union, the intensirying 
struggles requires.us to face the fact that WG con expect no lasting: 
abatement of the crisis unless and until o change occurs in the 
noture of the Soviet system. 


C. Neéansa: 


The free society is limited in its choice of means to achieve 
its ends, 
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Compulsion is the negation of freedom, except when it Is usec. to 
enforce the rights common to all. The resort to force, internoliy 
or externally, is therefore a last resort for a free society. 

The act is permissible only when one individual or groups of 
individuels within it threeten the basic rights.of other individusis 
or when enother society seeks to impose its will upon it. ‘The 

free society cherishes and protects as fundamental the rights of 

the minority agoinst the will of @ majority, because these rights 
are the inalienable rights of each and every individuel. 


The resort to force, to compulsion, to the imposition of its 


will is therefore a difficult end dengcrous act for c free socluiy. 
which is warrented only in the face of even greater dangers. The 
necessity of the act must be clear end compelling; the act must 
commend itself to the overwhelming majority as en inescapable 
excection to the besic idea of freedom; or the regenerative capac - 
ity or free men efter the act hes been performed will be endanger<ec. 


The Kremlin is able to select whatever meens are expedient 
in seeking to carry out its fundamental design. Thus it can make 
the best of several possible worlds, conducting the struggle on 
those levels where it considers it profitable and enjoying the 
benefits of a pseudo-peace on those levels where it is not ready 
for ea contest, At the ideological or psychological level, in the 
struggle for men's minds, the conflict is worla-widc. At the 
' political and economic level, within states and in the relations 
betveen states, the struggle for power is being intensified. 
fra atthe pilitary level, the Kremlin has thus fer been careful 
not te commit a technicsl breach of the peace, although using 

its vast forces to intimidate its neighbors, and to support an 
ezsressive foreign policy, and not hesitating through its agents 

to resort to arms in favorable circumstances. The ettempt to carry 
out its fundemental design is being pressed, therefore, with all 
means which are believed expedient in the present situation, anc 
the <remlin has inextricably engaged us in the conflict between its 
design and our purpose. 

We have no such freedom of choice, and least of all in the 

use of force. Resort to war is not only 4 last resort for a free 
society, but it is also an act which cannot definitively end the 
furderental conflict in the realm of ideas. The idea of slavery 
can only be overcome py the timely and persistent demonstration 

of the superiority of the idea of freedom, Military victory alcne 
would only partially and perheps only temporarily effect th: fund<- 
ment2l conflict, for although the ability of, the Kremlin to threaten 
our security might be for a tine destroyed, the resurgence of 
totelitorien forecs and the re-establishment of the Sovict systéen. 

r its cquivalent would not be long delayed unless great progress: 
were made in the fundamental conflict. 


Practical ond ideological considerations therefore both Iimpe. 
us to the conclusion that we have no choice but to demonstrate thu 
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superiority of the jaca of freedom by its constructive applicition, 
and to attempt to change the world situation by means short of 

ar in such a way as to frustrate the Kremlin design end hasten 
the deccy of the Soviet system. , 


For us the role of military power is to serve the nationcol 
purpose by deterring en attack upon us while we seck by othor moons 
to crezte on environment in which our free society can flourish, 
and by fighting, if necessary, to defend the integrity and vitalitt 
of our free society and to defeat any cggressor. The Kremlin uses 
Soviet militery power to back up and serve the Kremlin desigr. 

T+ does not hesitate to use military force agsressively if that 
course is expedient in the achievement of its design. The differ - 
ences between our fundemental purpose and the Kremlin design, 
therefore, are reflected in our respective attitudes toward end 
use of military force. 


Our free society, confronted by e threat to its pasic values, 
naturally will teke such action, including the use of military 
force, as may be reguired to protect those velues. The integrity 
of our system will not be jeopardized by any measures, cover or 
overt, violent or non-violent, which serve the purposes of frus-: 
trating the Kremlin design, nor does the necessity for conducting 
ourselves so es to affirm our values in actions as well as words 
Forbid such measures, provided only they are appropriately e.1- 
culeted to that end and are not 50 excessive or misdirected 15s 
to meke us enemies of the people instead of the evil men who have 
enslaved then. 


But if war comes, what is the role of force? Unless we so 
use it that the Russian people con perceive that our effort is 
directed cgainst the regime and its power for aggression, and not 
ageinst their own interests, we will unite the regime and the 
people in the kind of last ditch fight in which no underlying 
problems are solved, nev ones are created, and where our basic 
principles are obscured ond compromised. If we do not in the 
application of force demonstrate the nature of our objectives we 
Wild, in fect, Bave compromised from the outset our fundamer.tal 
purpose, In the words of the Federelist (No. 28) "The means to 
be emolcysd must be proportioned to the extent of the mischief." 
The miscvief may be & global war or it may be e Soviet campcign 
for limited objectives. In either case we should take no avoidable 
initiative which would cause it to become a wor of annihilation, 
and if we have the forces to defect a Soviet drive for limlted 
objectives it may well be to our interest not to let it become 2 
global war. Qur aim in epplying force must be to compel the 
acceptance of terns consistent with our objectives, and our 
copabilitics for the application of force should, therefore, 
within the limits of what we con sustain over she long pull, be 
congruent to the range of tasks which we may encounter. 
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V. SOVIET INTENTIONS AND CAPABILITIES 


A. Political and PByshological 


The Kremlin's design for world domination begins at home. Tn. 
first concern of a despotic oligarchy is that the local base of i 
power and authority be secure. The massive fact of the iron cur- 
tain isolating the Soviet peoples from:the -outside world, thre re- 
peated political purges within the U.S.S.R. and the institution-_ 
alized crimes of the MVD are evidence that the Kremlin does rot feet 
secure at home and that "the entire coercive force of the socialis: 
state" is more than ever one of seeking to impose its absolume 
authority over "the economy, manner of life, and consciousness of 
people", (Vyshinski, "The Law of the Soviet State", P. 74). Simila:: 
evidence in the satellite states of Eastern Europe leads to ithe 
conclusion that this same policy, in less advanced phases, is 

beins applied to the Kremlin's colonial areas. 


Being a totalitarian dictatorship, the Kremlin's objectives 
in these policies is the total subjective submission of the 
peoples now under its control. The concentration camp is the 
prototype of the society which these policies are designed to 
achieve, a society in which the personality of the individual is 
so broken and perverted that he participates affirmatively ir. his 

wn degradation. 


The Kremlin's policy toward areas not under its control is 
the elimination of resistance to its will and the extension of 
its influence and control, It is driven to follow this policy 
yecause.it cannot, for the reasons set forth in Chapter IV, tolerzce 
the existence of free societies; to the Kremlin the most mil«c anc 
inoffensive free society is an affront, a challense and a sut:- 
versive influence. Given the nature of the Kremlin, and the 
evidence at hand, it seems’clear that the ends toward which this 
policy is directed are the same as those where its control hes 
already been established. 


The means employed by the Kremlin in pursuit of this solicy 
are limited only by considerations of expediency. Doctrine is 
not a limiting factor; rather it dictates the employment of violenecs, 
subversion and deceit, and rejects moral considerations. In any 
-event, the Kremlin's conviction of its own infallibility has mde 
its devotion to theory so subjective that past or present pronounce- 
ments as to doctrine offer no reliable guide to future actiors 
The only apparent restraints on resort to war are, therefore, 
calculations of practicality. 


With particular reference to the United States, the Kremlin's 
Stratesic and tactical policy is affected by its estimate thet 
we are not only the greatest immediate obstacle which stands betwoen 


: ; qi 
RIC 68 13 - ‘EP NGraAs me Beh be 


Approved For Release 2003/09/29 : CIA-RDP86B00269R001100130001-4 


yr 


\ 
) \ ; 
Approved Forelease 2003/09/29 : CIA-RDP86B00269R001100130001-4 


PAW aad kl 


it and world domination, we are also the only power which could 
release forces in the free and Sovict worlds which could destroy 
it. The Kremlin's policy toward us is consequently animated by 

a peculjarly virulent blend of hatred and fear. Its strategy 

has been one of attempting to undermine the complex of forces, 

in this country and in the rest of the free world, on which our 
povier is based. In this it has both adhered to doctrine and fol- 
lowed the sound principle of seeking maximum results with minimum 
risks and commitments. The present application of this strategy 
is a new form of expression for traditional Russian caution. How-. 
ever, there is no Justification in Soviet theory or practice for _ 
predicting that, should the Kremlin become convinced that it coulda 
cause our downfall by one conclusive blow, it would not seek that 
solution. 


In considering the capabilities of the Soviet world, it is of 
prime importance to remember that, in contrast to ours, they are 
being drawn: upon close to the maximum possible extent. Also in 
contrast to us, the Soviet world can do more with less, - it has 
a lower standard of living, its economy requires less to keep it 
functioning and its military machine operates effectively with 
less elaborate equipment and organization, 


The capabilities of the Soviet world are being exploited to 
the full because the Kremlin is inescapably militant. It is 
inescapably militant because it possesses and is possessed by a 
world-wide revolutionary movement, because it is the inheritor of 
Russian imperialism and because it is a totalitarian dictatorship. 
Persistent crisis, conflict and expansion are the essence of the 
Kremlin's militancy. This dynamism serves to intensify all Sovict 
capabilities. 


Two enormous organizations, the Communist Party and the secret 
police, are an outstanding source of strength to the Kremlin. In 
the Party, it has an apparatus designed to impose at home an 
ideological uniformity among its people and to act abroad as an 
instrument of propaganda, subversion and espionage. In its police 
apparatus, it has a domestic repressive instrument guaranteeing 
under present circumstances the continued. security of the Kremlin. 
The demonstrated capabilities of these two basic organizations, 
operating openly or in disguise, in mass or through single agonts, 
is unparélleled in history. The party, the police and the con- 
Ssplcuous might of the Soviet military machine together tend to 
create an overall impression of irresistible Sovict power amon; 
many peoples of the free world, 


The ideological pretensions of the Kremlin are another great 
Source of strength. Its identification of the Soviet system with 


communism, its peace campaigns and its championing of colonial 
peoples may be viewed with apathy, if not cynicism, by the oppressed 
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litariat of the Soviet world, but in the free world these 

3 find favorable responses in vulnerable segments of society. 

r have found a particularly receptive audience in Asia, es- 
lly as the Asiatics have been impressed by what has been 


pretensions to being (a) the source of a new universal 
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of people, and places itself at the head of an international cru- 
sade with all of the benefits which derive therefrom. 


Finally, there is a category of capabilities, strictly 
speaking neither institutional nor ideological, which should be 
taken into consideration. The extraordinary flexibility of Eovie: 
tactics is certainly a strength. It derives from the utterly amorat 
and opportunistic conduct of Soviet policy. Combining this cuality 
with the elements of secrecy, the Kremlin possesses a formidzble 
capacity to act with the widest tactical latitude, with stealth 
and with speed. 


The greatest vulnerability of the Kremlin lies in the bzsic 
nature of its relations with the Soviet people. 


Theat relationship is characterized by universal suspicion, 

feer and denunciation. It is a relationship in which the Kremlin 

relies, not only for its power but its very survival, on intri- 

cately devised mechanisms of coercion. The Soviet monolith is 

held together by the iron curtain around it and the iron bars 

within it, not by any force of natural cohesion. These artiriciali 

mechanisms of unity have never been intelligently challenged by 

2 strong outside force. The full measure of their vulnerability is 
w therefore not yet evident. 


The Kremlin's relations with its satellites and their peoples 
ig likewise a vulnerability. Nationalism still remains the most 
potent emotional-political force. The well-known dlls of colonial- 
ism are compounded, however, by the excessive demands of the Krerlin 
that its satellites accept not only the imperial authority 
of Moscow but that they believe in and proclaim the ideologizal 
primacy and infallibility of the Kremlin. These excessive require- 
ments can be made good only through extreme coercion. The result 
is that if e satellite feels able to effect its independence of 
the Kremlin, as Tito was able to do, it is likely to break away. 


In short, Soviet ideas and practices run counter to the best 
and potentially the strongest instincts of men, and deny their mo¢t. 
fundamental aspirations. Against an adversary which effectively 
affirmed the constructive and hopeful instincts of men and wus 
capable of fulfilling their fundamental aspirations, the Soviet 
system might prove to be fatally weak. 
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The problem of succession to Stalin is also a Kromlin vul- 
nerability. In a system where Supreme power is acquired and held 
through violence and intimidation, the transfer of that powe- meV 
well produce a period of instability, 


In a very real sense, the Kremlin is a victim of its own 
dynamism. This dynamism can become a weakness if it is frustrated, 
if in its forward thrusts it encounteérs a superior force which 
halts the expansion and exerts a Superior counterpressure. Vet 
the Kremlin cannot relax the condition of crisis and mobilization, 
for to do so would be to lose its dynamism, whereas the seeds of 
decay within the Soviet system would begin to flourish and fructity. 


The Kremlin is, of course, aware of these weaknesses. it 
must know that in the present world situation they are of secondary 
Significance. So long as the Kremlin retains the initiative. se 
long as it can keep on the offensive unchallenged by clearly 
superior counter-force--spiritual as well as material--its vulner- 
abilities are largely inoperative and even concealed by its 
successes. The Kremlin has not yet been given real reason to fear 
and be diverted by the rot within its system. 


B. Economic 


The Kremlin has no economic intentions unrelated to its 
overall policies. Ecoriomics in the Soviet world is not an end in 
itself. .The Kremlin's policy, in so far as it has to do with 
economics, is to utilize economic processes to contribute to the 
overall strength, particularly the war-making capacity of the 
Soviet system. The material welfare of the totaliteriat is 
severely subordinated to the interests of the system. 


As for capabilities, even granting optimistic Soviet reports 
of production, the total ecdnomic strength of the U.S.S.R. compares 
with that of the U.S. as roughly one to four. This is reflected 
not only in gross national product (1949: U.S.S.R. $65 billion; 
U.S. $250 billion), but in production of key commodities in 1949: 


U.S.S.F. and 
Europear Orbin 


U.S. U.S.S.R. Combined 
Ingot Steel | 
(Million Met. tons) 80.4 21.5 28.0 
Primary aluminum 
(thousands Met. tons) 617.6 130-135 L4c-145 
Electric power 
(billion kwh,) 410 72 lle 
Crude oil 
(million Met. tons) 276.5 33.0 38.9 
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Assuming the maintenance of present policies, while 2 lirge 
U.S. advantage is likely to remain, the Soviet Union will be 
steadily reducing the discrepancy between it overall economic 
strength and that of the US. by continuirg to devote propor. 
tlonately more to capital investment than the U.S. 


But a full-scale effort by the U.S. would be capable of 
precipitately altering this trend. The U.S.S.R. today is ona 
near maximum preduction basis. No matter what efforts Moscow 
might make, only a relatively slight change in the rate of increases 
in overall production could be brought about. In the U.S., on 
the other hand, a very rapid absolute expansion could be realized: 
The fact remains, however, that so long as the Soviet Union is 
‘virtually mobilized, and the United States has scarcely begun te 
“summon up its forces, the greater capabilities of the U.S, are to 
that extent inoperative in the struggle for power. Moreover. 
as the Soviet attainment of an atomic capability has demonstrated, 
the totalitarian state, at least in time of peace, can focus its 
efforts on any given project far more readily than the democratic 
state. 


In other flelds--general technological competence, skil-ed 
labor resources, productivity of labor force, etc.-- the gap 
between the U.S.S.R. aud the U.S. roughly corresponds to the gar 
in production. In the field of scientific research, however. the 
margin of United States superiority is unclear, especially if tre 
Kremiin can utilize European talents. 


Cc. Military 


The Soviet Union is developing the military capacity to 
support its design for world domination. The Soviet Union actually 
possesses armed forces far in excess of those necessary to defend 

ts national territory. These armed forces are probably not yet 
‘considered by the Soviet Union to be sufficient to initiate 2 war 
which would involve the United States. This excessive strensth, 
coupled now with an atomic capability, provides the Soviet Unior: 
with great coercive power for use in time of peace in furtherance 
of its objectives and serves as a deterrent to the victims of 
its aggression from taking any action in opposition to its tactics 
which would risk war. 


Should a major war occur in 1950 the Soviet Union and its 
satellites are considered by the Joint Chiefs of Starf to be in 
a sufficiently advanced state of preparation immediately to 
undertake and carry out the following campaigns. 


a. To overrun Western Europe, with the possible 
exception of the Iberian and Scandinavian Peninsules; 
to drive toward the oil-bearing arcas of the Near end 
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Middle East; and to consolidate Communist gains in 
the Far East; 


b. To launch. air attacks against the British 
Isles and air and sea attacks against the lines of 
communications of the Western Powers. in the Atlantic 
and the Pacific; 


ec. To attack selected targets with atomic 
weapons, now including the likelihocd of such attacks 
against targets in Alaska, Canada, and the United 
States. Alternatively, this capability, coupled with 
other actions open to the Soviet Union, might deny 
the United Kingdom as an effective base of operations 
for allied forces. It also should be possible for 
the Soviet Union to prevent any allied "Normandy" 
type amphibious operations intended to force a re- 
entry into the continent of Europe. 


After the Soviet Union completed its initial campaigns end 
consolidated its positions in the Western European area, it could 
Simultaneously conduct: 


a. Full-scale air and limited sea operations 
against the British Isles; 


be Invasions of the Iberian and Scandinavian 
Peninsulas; 


Cc. Further operations in the Near and Middle 
East, continued air operations against the North 
American continent, arid air and sea operations against 
Atlantic and Pacific lines of communication; and 


d. Diversionary attacks in other areas. 


During the course of the offensive operations listed in the 
Secon’ and third paragraphs above, the Soviet Union will have ar 
ir defonse capability with respect to the vital areas of its own 
aad its satellites!’ territories which can oppose but cannot pre- 
vent allied air operations against these areas. 


It is not known whether the Soviet Union possesses war 
reserves and arsenal capabilities sufficient to supply its sztel- 
lite armics or even its own forces throughout a long war. It 
might not be in the interest of the Soviet Union to equip fully 
its satellite armies, since the possibility of defections would 
exist. 
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It is not possible at this time to assess accurately the 
finite disadvantages to the Soviet Union which may aceruc thrceugh 
the implementation of the Economic Cooperation Act of 1948, as. 
amended, and the Mutual Defense Assistance Act of 1949. It srould 
be expected that, as this implementation progresses, the internal 
security situation of the recipient nations should improve con- 
currently. In addition, a strong United States military position. 
plus increases in the armaments of the nations of Western Europe, 
should strengthen the determination of the recipient nations *o 
counter Soviet moves and in event of war could be considcred as_ 
likely to delay operations and increase the time required for the 
Soviet Union to overrun Western Europe. In all probability, al- 
though United States backing will stiffen their determination, 
the armaments increase under the present aid programs will no* be 
of any major consequence prior to 1952. Unless the military 
strength of the Western European nations is increased on a much 
larger scale than under current programs and at an accelerated 
rate, it is more than likely that those nations will not be a>vle 
to oppose even by 1960 the Soviet armed forces in war with any 
degree of effectiveness. Considering the Soviet Union military 
capability, the long-range allied military objective in Westen 
Europe must envisage an increased military strength in that @rea 
sufficient possibly to deter the Soviet Union from a major waz ox, 
in any event, to delay materially the overrunning of Western 
Europe and, if feasible, to hold a bridgehead on the continent 
against Soviet Union offensives. - 


We do not know accurately what the Soviet atomic capability 
is but the Central Intelligence Agency intelligence estimates, 
concurred in by State, Army, Nevy, Air Force, and Atomic Energy 
Commission, assign to the Soviet Uniona production capability 
giving it a fission bomb stockpile within the following ranges: 


By mid-1950 | 10- 20 
By mid-1951 25- U5 
By mid-1952 45- 90 
By mid-1953 _  %- 135 
By mid-1954 200 


This estimate is admittedly based on incomplete coverage of Sovies 
activities and represents the production capabilities of known or 
deducible Soviet plants. If others exist, as is possible, this 
estimate could lead us into a feeling of superiority in our etomic 
stockpile that might be dangerously misleading, particularly with 
regard to the timing of a possible Sovict offensive. On the other 
hand, if the Soviet Union experiences operating difficulties, this 
estimate would be reduced. There is some evidence that the Sevict 
Union is acquiring certain materials essential to research ob anc 
Gevelcopment of thermonuclear weapons. 
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The Soviet Union now has aircraft able to deliver the atomic 
bomb. Our intelligence estimates assign to the Soviet Union en 
atomic bomber capability already in excess of that nceded to 
deliver available bombs. We have at present no evaluated estimate: 
regarding the Soviet accuracy of delivery on target. It is believed 
that, the Soviets cannot deliver their bombs on target with a degree 
of accuracy comparable to ours’, but a planning estimate might wel! 
place it at 40-60 percent of bombs sortied. For planning purposes, 
therefore, the date the Soviets possess an atomic stockpile of 200 
bombs would be a critical date for the United States for the 
delivery of 100 atomic bombs on targets in the United States sould 
seriously damage this country. 


At the time the Soviet Union has a substantial atomic stock- 
Pile and if it is assumed that it will strike a strong surprise 
blow and if it is assumed further that its atomic attacks will be 
met with no more effective defense opposition than the United 
tates and its allies have programmed, results of those attacxs 
could include: 


a. Laying waste to the British Isles and thus 
depriving the Western Powers of their use as a base; 


b. Destruction of the vital centers and cf the 
communications of Western Europe, thus precluding 
effective defense by the Western Powers; and 


 ¢, Delivering devastating attacks on certain 
vital centers of the United States and Canada. 


The possession by the Soviet Union of a thermonuclear capability 
in addition to this substantial atomic stockpile would result in 
tremendously increased damage. 


During this decade, the defensive capabilities of the Sovie* 
Union will probably be strengthened particularly by the develop- 


ment and use of modern aircraft, aircraft warning and communica - 
tions devices, and defensive guided missiles. 
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VI. U.S. INTENTIONS AND CAPABILITIES --ACTUAL AND POTENTIAL 


A. Political and Psychological 


Our overall policy at the present time may be described 25 
one designed to foster @ world environment in which the American 
system can survive and-flourish. It therefore rejects the concept 
of isolation and affirms the necessity of our positive participa- 
tion in the world community. 


This broad intention embraces two subsidiary policies. One 
is a policy which we would probably pursue even if there were no 
Soviet threat. It is a policy of attempting to develop a healthy 
international community. The other is the policy of "contairing” 
the Soviet system, These two policies are closely interrelated 
and interact on one another. Nevertheless, the distinction betweon 
them is basically valid and contributes to a clearer understending 
of what we are trying to do. 


The policy ef striving to develop a healthy internationel 
community is the long-term constructive effort which we are en- 
gazed in. It was this policy which gave rise to our vigorous 
sponsorship of the United Nations. It is of course the principa- 
reason for our long continuing endeavors to create and now develoo 
the Inter-American system. It, as much as containment, undevlay 
our efforts to rehabilitate Western Europe. Most of our inter- 
national economic activities can likewise be explained in tems 
of this policy. 


In a world of polarized power, the policies designed to 

develop 2 healthy international community are more than ever necés-. 
sary to our own strength. , 

As for the policy of "containment", it is one which seeks by 
all means short of war to (1) block further expansion of Soviet 
power, (2) expose the falsities of Soviet pretensions, (3) induce 
a retraction of the Kremlin's control and influence and (4) in 
general, so fester the seeds of destruction within the Sovict 
system that the Kremlin 1s brought at least to the point of modify} - 
ing its behavior to conform to generally accepted international 
standards. 


It was and continues to be cardinal in this policy that. we 
possess superior overall power in ourselves or in dependable com- 
bination with other like-minded nations. One of the most importait 
ingredients of power is military strength. In the concept of 
"sontainment", the maintenance of a strong military posture is 
deamed to be essential for two reasons: (1) as an ultimate 
guarantce of our national security and (2) as an indispensable 
backdrop to the conduct of the policy of "oontainment". Wicvhour 
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superior eggrerate military strength, in being and readily mcebili- 
zable, @ policy of "containment"”--which is in effect a pelicy of 
calculated and gradual coercion--is no more than a policy of bluf: 


& the same time, it is essential to the successful concuct 
of a policy of "containment" that we always leave open the possi- 
bility of negotiation with the U.S.S.R. A diplomatic freeze--and 
we are in one now--tends to defeat the very purposes of "containme.0" 
because it raises tensions at the same time that it makes Soviet 
retractions and adjustments in the direction cf moderated behavior 
more difficult. It also tends to inhibit our initiative and de- 
prives us of opportunities for maintaining a moral ascendency in 
our struggle with the Soviet system 


In "containment" it is desirable to exert pressure ina 
fashion which will avoid so far as possible directly challening 
Soviet prestige, to keep open the possibility for the U.S.S.R. to 
retreat before pressure with a minimum loss of face and to secure 
political advantage from the failure of the Kremlin to yield cr 
take advantage of the openings we leave it. 


We have failed to implement adequately these two fundamente2i 
aspects of "containment". In the face of obviously mounting Soviet 
military strength ours has declined relatively. Partly as a by- 
product of this, but also for.other reasons, we now find ourselves 
at a diplomatic impasse with the Soviet Union, with the: Kremlin 
growing bolder, with both of us holding on grimly to what wa have 
and with curselves facing difficult decisicns. 


In examining our capabilities it is relevant to ask at the 
eutset--capabilities for what? The answer cannot be stated solely 
in the negative terms of resisting the Kremlin design. It includes 
also our capabilities to attain the fundamental purpose of thre 
United States, and to foster a world environment in which our free 
society can survive and flourish. 


Potentially we have these capabilities. We know we have then. 
in the economic and military fields. Potentially we also have tnem 
in the political and psychological fields. The vast majority of 
Americans are confident that the system of values which animites 
our society--the principles of frecdom, tolerance, the importance: 
of the individual and the supremacy of reason over will--are 
valid and more vital than the ideology which is the fuel of Sovicit 
dynamism. Translated into terms relevant to the lives of other 
peoples--our system of values can become perhaps a powerful appes) 
to millions who now seek or find in authoritarianism a refuge from 

nxleties, bafflement and insecurity. 


Essentially, cur democracy also possesses @ unique degree of 
unity. Our society is fundamentally more cohesive than the Sovict 
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system, the solidarity of which is artificially ereated throuzh 
force, fear and favor. This means that expressions of national 
concensus in our society are soundly and solidly based. It moans 
that the possibility of revolution in this country is fundamentaliy 
less than that in the Soviet system. 


These capabilities within us constitute @ great potential 
force in our international relations. The potential within us cf 
bearing witness to the values by which we live hcelds promise for a 
dynamic manifestation to the rest of the world of the vitality 
cf our system. The essential tolerance of our world outleck, our 
generous and constructive impulses, and the absence of covetcusness 
in our international relations are assets of potentially enormous 
influence. 


These then are our potential capabilities. Between them and 
eur capabilities currently being utilized is a wide gap of un- 
actualized power. In sharp contrast is the situation of the Soviet 
world. ts capabilities are inferior to those of our Allies and t 
our own. But they are mobilized close to the maximum pcessib-e 
extent. 


The full power which resides within the American people wil: 
ve evoked only through the traditional democratic process: ‘his 
process requires, firstly, that sufficient information regarding 
the basic political, economic and military elements of the present 
situation be made publicly available so that an intelligent 
popular opinion may be formed. Having achieved a comprehension of 
the issues now confronting this Republic, it will then be possible 
for the American people and the American Government to arrive at a 
consensus. Out of this common view will develop a determination of 
the national will and a solid resolute expression of that will. 
The initiative in this process lies with the Government. 


The democratic way is harder than the authoritarian way 
because, in seeking to protect and fulfill the individual, it 
demands of him understanding, judgment and positive participatior 
in the increasingly complex and exacting problems of the modern 
world. It demands that he exercise discrimination: that while 
pursuing through free inquiry the search. for truth he knows when 
he should commit an act of faith; that he distinguish between the 
necessity for tolerance and the necessity for just suppression. 

A free society is vulnerable in that it is easy for people to 
lapse into excesses--the excesses of a permanently open mind wish-. 
fully waiting for evidence that evil design may become noble 
purpose, the excess of faith becoming prejudice, the excess of 
tolerance degenerating into indulgence of conspiracy and the 
excess of resorting to suppression when more moderate measures 

are not only more appropriate but more effective. 
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In coping with dictatorial governments acting in secrecy and 
with speed, we are also vulnerable in that the democratic process 
necessarily operates in the open and at a deliberate tempc. Wear- 
nesses in our situation are readily apparent and subject to imea:- 
ate exploitation. This Government therefore cannot afford in the 
face of the totalitarian challenge to operate on a narrow margin 
of strength. <A democracy can compensate for its natural vulner- 
ability only if it maintains clearly superior overall power in its 
most inclusive sense. ° 


a 


The very virtues of our system likewise handicap us in certzin 
respects in our relations with our allies. While it is a general 
source of strength to us that our relations with our allies are 
conducted on a basis of persuasion and consent rather than com- 
pulsion and capitulation, it is also evident that dissent among us 
can become a vulnerability. Sometimes the dissent has its princio 
roots abroad in situations about which we can do nothing. Some- 
times it arises largely out of certain weaknesses within ourselves, 
about which we can do something--our native impetuosity and a 
tendency to expect too much from people widely divergent from us. 


al 


The full capabilities of the rest of the free world are a 
potential increment to our own capabilities. It may even be said 
that the capabilities of the Soviet world, specifically the 
capabilities of the masses who have nothing to lose but their 

Soviet chains, are a potential which can be enlisted on our side. 


Like our own capabilities, those of the rest of the free 
world exceed the capabilities of the Soviet system. Like our own 
they are far from being effectively mobilized and employed in 
the struggle against the Kremlin design. This is so because the 
rest of the free world lacks a sense of unity, confidence and 
common purpose. This is true in even the most homogeneous and 
advanced segment of the free world--Western Europe. 


As we ourselves demonstrate power, confidence and a sense o7 
moral and political direction, so those same qualities will be 
evoked in Western Europe. In such a situation, we may also 
anticipate a general improvement in the political tone in Latin 
America, Asia and Africa and the real beginnings cf awakening 
among the Soviet totalitariat. 


‘In the absence of affirmative decision on our. part, the rest 
of the free world is almost certain to become demoralized. Our 
friends will become more than a liability to us; they can eventual ly 
become a positive increment to Soviet power. 


In sum, the capabllities of our allies are, in an important 
Sense, a function of our own. An affirmative decision to summon 
up the potential within ourselves would evoke the potential 
Strength within others and add it to our own. 
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B. Economic 


1. Capabilities. In contrast to the war economy of the Sovict 
world (cf. Ch. V-B), the American economy (and the economy of the 
free world as a whole) is at present directed to the provision of 
rising standards of living. The military budget of the United 
States represents 6 to 7 precent of its gross national eee Tn 
{as against 13.8 percent for the Soviet Union). Our North Atla 
Treaty allies devoted 4.8 percent of their national product to 
military purposes in 1949. 


ey 


This difference in emphasis between the two economies means 
that the readiness of the free world to support a war effort is 
tending to decline relative to that of the Soviet Union. There is 
little direct investment in production facilities for military 
end-products and in dispersal. There are relatively few men 
receiving military training and a relatively low rate of pro- 
Guction of weapons. However, given time to convert to a war effort... 
the capabilities of the United States economy and also of the 
Western European economy would be tremendous. In the light of 
Soviet military capabilities, a question which may be of decisive 
importance in the event of war is the question whether there will 
be time to mobilize our superior human and materiai resources for 
awar effort (cf. Chs. VIII and IX). 


The capability of the American economy to support a build-ur 
of economic and military strength at home and to assist a build-up 
abroad is limited not, as in the case of the Soviet Union, sc much 
by the ability to produce as by the decision on the proper ailoca - 
tion of resources to this and other purposes. Even Western Europe 
could afford to assign a substantially larger proportion of its 
resources to defense, if the necessary foundation in public tnder - 
standing and will could be laid, and if the assistance needec to 
meet its dollar deficit were provided. 


' 


A few statistics will help to clarify this point. 


Percentage of Gross Available Resources 
Allocated to Investment, National Defense, 
and ConSumption in East & West, 1949. 


— oe’ 


(in percent of total) 


COUNTRY GROSS DEFENSE CONSUMPTION 
INVESTMENT 
U.S.S.R. 25.4 13.8 60.8 
Sovict Orbit 22.0 a/ 4.0 b/ TH.0 e/ 
ae an 
NSC 68 ; qth. Ooi Goxrte | ed 
- 25 - Wbdtsdagaaewdad oS 


Approved For Release 2003/09/29 : CIA-RDP86B00269R001 100130001 -4 


Approved For.gglease hikes : CIA-RDP86B002698001 100130001-4 


| 


/ 


COUNTRY . GROSS 
<a INVESTNENT DEFENSE SSNSUMERTON 
Ls; 13.6 6.5 79.9 


European NAP countries 20.4 4.8 74.8 


a/ Crude estimate. | 
b/ Includes Soviet Zone of Germany; otherwise 5 percent. 


The Soviet Union is now allocating nearly 40 percent of its 
Bross available resources to militery purposes and investment, 
much of which is in War-supporting industries. It is estimated 
that even in an emergency the Soviet Union could not increas> this 
Droportion to much more than 50 percent, or by one-fourth. Tne 
United States, on the other hand, is allocating only about 20 
Dercent of its resources to defense and investment (or 22 pe“centr 
including foreign assistance), and little of its investment outlays 
are directed to war-Supporting industries. In an emergency he 
United States could allocate more than 50 percent of its resources 
to military purposes and foreign assistance, or five to six cimes 
as much @s at present, 


The same point can be brought out by statistics on the use 
of important products. The Soviet Union is using 14 percent of 
its ingot steel, 47 percent of its primary aluminum, and 18.5, 
percent of its crude oil for military purposes, while the corres. 
ponding percentages for the United States are 1.7, 8.6, and 5.6, 
Despite the tremendously larger production of these goods in the 
United States than the Soviet Union, the latter is actually using, 
for military purposes, nearly twice as much steel as the United 
States and 8 to 26 percent more aluminum, 


- Perhaps the most impressive indication of the economic 
Superiority of the free world over tne Soviet world which car be 
made on the basis of available data is provided in the following 
comparisons (based mainly on the Economic Survey of Europe, 1948). 
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1948-9 NAT (1950 lites 
Countries . Plan) 1948-9 
— gh8-9 _ 

Population 149 173 322 198 a/ 75 2772 

(millions) 

Employment in 

non~-Agricultural 

Establishments 

(millions) 45 -- -- 3l af -- 

Gross National 250 84 334. 65 af 21 85 

Production 

(billion dollars) 

National Income 1700 480 1040 330 280 335 

per capita 

(current dollars) 

b; 

Production Data— ; 
Coal (million 582 306 888 250 88 333 
tons) . 

Electric Power 356 124 | 480 ' Be 15 uy 
(billion KWH) 
Crude Petroleum . 
{million tons) 277.’ 1 278 35 5 ii) 
Pig Iron | . 
(million tons) 55 24 - 99 19.5 3.2 22.7 
Steel 
(million tons) Bo 32 112 25 6 oa 
Cement . 
(million tons) ats) 21 56 10.5 2.1 12.5 
Motor Vehicles 
( thousands) 5273 580 5853 500 25 5255 
a/ 1949 data. 
b/ For the European NAT countries and for the satellites, 
the data include only output by major producers. 
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April 14, 1950 1} 
” NOTE BY THE EXECUTIVE SECRETARY 
to the 
NATIONAL SECURITY COUNCIL 


on 


GWA 


UNITED STATES OBJECTIVES AND PROGRAMS FOR NATIONAL SECURITY 


References: A. NSC 20/4 


B. Memo for NSC from Executive Secretary, 


same subject, dated April 14, 1950 


The enclosed letter by the President and the Report by the 
Secretaries of State and Defense referred to therein ere trans - 
mitted herewith for consideretion by the National Security Coun- 
cil, the Secretery of the Treasury, the Economic Cooveretion fd- 
ministrator, the Director of the Bureau of the Budget, and the 


Chairman, Council of Economic Advisers, at the next regularly 
scheduled meeting of the Council on Thursday, April 20, 1950. 


A proposed procedure for carrying out the President's dai- 


yective es a matter of urgency is being circuletéd for concur 


rent consideration in the reference memorandum of April 14. 


It is requested that this report Ye hendled with special 
security Dreceutions in eccordence witn the President's desin« 
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s 


thet no publicity be given this report or its contents withou. 


fits approval, 


JAMES S. LAY, JR. 
Executive Secretary 


ce: The Secretary of the Treasury 
The Economic Cooperation Administrator 
The Director, Bureeu of the Budget 
The Cheirman, Council of Economic Advisers 
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It should be noted that these comparisons understate the 
relative position of the NAT countries for several reasons: (1) 
Caneda is excluded because comparadle data were not available; 
(2) the data for the U.S.S.R. are the 1950 targets (as stated in 
the fourth five-year plan) rather than actual rates of production 
and are believed to exceed in many cases the production actually 
achieved; (3) the data for the European NAT countries are actual 
dats for 1948, and production has generally increased since that 
time. 


Furthermore, the United States could achieve a substantiz.1 
absolute increase in output and could thereby increase the alloce-- 
tion of resources to a build-up of the economic and military 
strength of itself and its allies without suffering a decline in 
its real standard of living. Industrial production declined by 10 
percent between the first quarter of 1948 and the last quarter of 
1949, and by approximately one-fourth between 1944 and 1949. In 
March 1950 there were approximately 4 750,000 unemployed, as 
compered to 1,070,000 in 1943 and 670,000 in 1944. The gross 
nationel product declined slowly in 1949 from the peak reachad 
in 1948 ($262 billion in 1948 to an annual rate of $256 billion 
in the last six months of 1949), and in terms of constant prizes 
declined by about 20 percent between 1944 and 1948. 


With a high level of economic activity, the United States 
could soon attain a gross national product of $300 billion per 
year, as was pointed out in the President's Economic Report 
(January 1950). Progress in this direction would permit, and 
might itself be aided by, a build-up of the economic and military 
strength of the United States end the free world; furthermore, if ¢ 
dynamic expansion of the economy were achieved, the necessary 
build-up could be accomplished without a decrease in the national 
standard of living because the required resources could be obtaines. 
by siphoning off a part of the annu2l increment in the gross 
noticnal preduct. These are facts of fundamental importance: in. 
considering the courses of action open to the United States (cf. Ch. 
IX)» 


2. Intentions. Foreign econcmic policy is a major instrumen', 
in the conduct of United States fcreign relations. It is an 
instrument whieh can powerfully influence the world environment 
in ways favorable to the security and welfare of this country. I» 
4s also an instrument which, if unwisely formulated and emplcyed, 
can dco actual harm to cur national interests. Tt is an instrument 
uniquely suited to our capabilities, previded we have the tenacity 
cf purpose and the understanding requisite to a realization of its 
potentials. Finally, it is an instrument peculiarly appropriate 
to the cold war. 


The preceding analysis has indicated that an essential 
element in a program te frustrate the Kremlin design is the develo2- 
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ment of a successfully functioning system among the free nations. 
Tt is clear that econemic conditions are among the fundamenta: 
determinants of the will and the strength to resist subversion 
and aggression. 


United States foreign economic policy has been designed to 
assist in the building of such a system end such conditions in 
the free world. The principal features of this policy can-be 
summarized as follows: — ; 


(1) assistance to Western Europe in recovery and th: 
creation of a viable economy (the European Recovery Program) ; 


(2) assistance to other countries because of their 
special needs arising out of the war or the cold war and our 
special interests in or responsibility for meeting them (grant 
assistance to Japan, the Philippines, and Korea, loans and credits 
by the Export-Import Bank, the International Mcnetary Fund, and 
the International Bank to Indonesia, Yugoslavia, Iran, etc.); 


(3) assistance in the development of under-developed 
areas (the Point IV program and loans and credits to various 
aa overlapping to some extent with those mentioned urder 
ay\.- 
aj} >» 


(4) military assistance to the North Atlantic Treaty 
countries, Greece, Turkey, etc.; 


(5) restriction of East-West trade in items of mil-.tary 
importance to the East; 


(6) purchase and stockpiling of strategic materials; and 


(7) efforts to re-establish an international economy 
based on multilateral trade, declining trade barriers, and con- 
yertible currencies (the GATT-ITO program, the Reciprocal Trade 
Agreements program, the IMF-IBRD program, and the program now 
being developed te solve the problem of the United States balencée 
of payments). 


In both their short and long term aspects, these policies anc 
programs ere directed to the strengthening of the free world and 
therefore to the frustation of the Kremlin design. Despite 
certain inadequacies and inconsistencies, which are now being 
studied in connection with the problem of the United States balance 
of payments, the United States has generally pursued a fcreign 
economic policy which has powerfully supported its overall cb- 
jectives. The question must nevertheless be asked whether curren” 
and currently projected programs will adequately support this 
policy in the future, in terms both cf need and urgency. 
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The last year has been indecisive in the economic fleld. The 
Soviet Union has made considerable progress in integrating the 
satellite economies of Fastern Europe into the Soviet economy, 
but still faces-very large problems, especially with Chine. ‘The 
free nations have important accomplishments to recerd, but alsc have 
tremendous problems still ahead. On balance, neither side can 
claim any great advantage in this field over its relative position 
@ year ago. The important question therefore becomes: what are 
the trends? 


Several conclusions seem to emerge. First, the Soviet Union 
is widening the gap between its preparedness for war and the un- 
preparedness of the free world for war. It is devoting a far 
greater proportion of its resources to military purposes than are 
the free nations and, in significant components of military power 
&@ greater absolute quantity of resources. Second, the Communist 
success in China, taken with the politico-economic situation in 
the rest of South and South-East Asia, provides a springboard for 
a further incursicn in this troubled area. Although Communist 
China faces serious economic problems which may impcse some strains 
on the Soviet economy, it is prcbable that the social and econcm.: 
problems faced by the free nations in this area present more than 
offsetting. opportunities for Communist expansion. Third, the 
Soviet Union holds positions in Eurcpe which, if it maneuvers 
skillfully, could be used to do great damage to the Western Euro- 
pean economy and to the maintenance of the Western orientation of 
certain countries, particularly Germany and Austria. Fourth, 
despite (and in part because of) the Titoist defection, the Soviet 
Union has accelerated its efforts to integrate satellite economy 
with its own and to increase the degree of autarehy within the 
areas under its control. 


Fifth, meanwhile Western Europe, with American (and Canadian) 
assistance, has achieved a record level of production. However, 
faces the prospect of a rapid tapering off of American assistance 

ithout the possibility of achieving, by its own efforts, a 

satisfactory equilibrium with the dollar area. It has ai30 made 
Gee little progress toward "economic integration", which would 
in the long run tend to improve its productivity and to provide 
an economic environment conducive to political stability. In 
paiciicular, the movement towards economic integration does not 
appear to be rapid enough to provide Western Germany with adequate 
economic opportunities in the West. The United Kingdom still faces 
economic problems which may require a moderate but. politically 
difficult decline in the British standard of living or more 
American assistance than is contemplated. At the same time, a 
strengthening of the British position is needed if the stability 
of the Commonwealth is not to be impaired and if it is to be a 
focus of resistance to Communist expansion in South and South-East 
Asia. Improvement of the British position is also vital in buildings, 
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up the defensive capabilities of Western Eurcpe. 


Sixth, throughout Asia the stability of the present moderate 
governments, which are more in sympathy with our purposes than any 
probable successor regimes would be, is doubtful. The problem 
is only in part -an economic one. Assistance in economic develop- 
ment is important as a means of holding out to the peoples of 
Asia some prospect of improvement in standards of living under 
their present governments. But probably more important are a 
strengthening of central institutions, an improvement in administr:. - 
tion, and generally a development of an economic and social struc-- 
ture within which the peoples of Asia can make more effective use 
of their great human and material resources. 


Seventh, and perhaps most important, there are indicaeticns 
of a let-down of United States efforts under the pressure of the 
domestic budgetary situation, disillusion resulting from excessive. 
optimistic expectations about the duration and results of our 
assistance programs, and deubts about the wisdom of ccntinuirg tc 
strengthen the free nations as against preparedness measures in 
light of the intensity of the cold war. 


Eighth, there are grounds for predicting that the Unitec 
States and other free nations will within.a period of a few years 
at most experience a decline in economic activity of serious 
proportions unless more positive governmental programs are developed 
than are now available. 


In short, as we loox into the future, the programs now 
planned will not meet the requirements of the free nations. The 
difficulty does not lie so much in the inadequacy or misdirection 
of policy as in the inadequacy of planned programs, in terms cf 
timing or impact, to achieve our objectives. The risks inherent 
in this situation ere set forth in the following chapter and a 
course of action designed to reinvigorate our efforts in order to 
reverse the present trends and to achieve our fundamental purpose 
is outlined in Chapter Ix. : 


Cc. Military 


The United States now possesses the greatest military potential 
of any single nation in the world. The military weaknesses of 
the United States vis-a-vis the Soviet Union, however, include its 
numerical inferiority in ferces in being and in total manpower. 
Coupled with the inferiority of forces in being, the United States 
also lacks tenable positions from which to employ its forces in 
event of war and munitions power in being and readily available. 
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It is true that the United States armed forces ere now 
stronger than ever before in other times of apparent peacc; it ois 
alse true that there exists a sharp disparity between cur actual 
military strength and our commitments. The relationship of our 
strength to our present commitments, however, is not alone the 
governing factor. The world situation, as well as commitments, 
should govern; hence, cur military strength more preperly should 
be related to the world situation confronting us. When our military; 
strength is related to the world situation and balanced against 
the likely exigenzies of such a situation, it is clear that our 
military strength is becoming dangerously inadequate. 


If war should begin in 1950, the United States and its ellises 
will have the military capability of conducting defensive cpere- 
tions to provide a reasonable measure of protecticn to the Wester 
Hemisphere, bases in the Western Pacific, and essential military 
lines of communications; and an inadequate measure ef protection te 
vital military bases in the United Kingdom and in the Near and 
Middle East. We will have the capability of conducting poverfrul 
offensive air operations against vital elements of the Soviet war- 
making capacity. 


The scale of the operations listed in the preceding paregrep. 
is limited by the effective Forces and material in being of the 
United States and its allies vis-a-vis the Soviet Union. Consistert 

- with the aggressive threat facing us and in consonance with overall 
strategic plans, the United States must provide to its allies ona 
continuing basis as large amounts of military assistance @S pcos- 
sible without serious detriment to United States operational 
requirements. 


® If the potential military capabilities of the United States 
and its allies were rapidly and effectively developed, sufficient 
forces could be produced probably to deter war, or if the Sceviet 
lnion chocses war, to withstand the initial Soviet attacks, to 
stabilize supporting attacks, and to retaliate in turn with ever. 
greater impact on the Soviet capabilities. From the military po.iite 
of view alone, however, this would require not only the generation 
of the necessary military forces but aleo the development and 
stockpiling of improved weapcns of all types. 


Under existing peacetime conditions, a period of from =wo 

to three years Is required to produce a material increase 114 
military power. Such increased power could be provided in = scme- 
what shorter period ina declared period of emergency or in 
wartime through a full-out national effort. Any increase in 
military power in peacetime, however, should be related both to 
its probable military role in war, to the implementation of im- 

~ mediate and long-term United States foreign policy vis-a-vis the 
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Soviet Union and to the realities of the existing situation. If 
such a course cf increasing cur military power is adcpted now, 
the United States would have the capability of eliminating the 
disparity between its military strength and the exigencies of the 
situation we face; eventually of gaining the initiative in the’ 
ccld" war and of materially delaying if not stopping the Sovies 
offensives in war itself. 
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VII. PRESENT RISKS 
A&A. General 


It is apparent from the preceding sections that the inteszrity 
and vitality of our system is in greater jeopardy than ever bafore 
in-our history. Even if there were no Soviet Union we would fece 
the great problem of the free society, accentuated many fold in 
this industrial age, of recenciling order, security, the need for 
participation, with the requirements of freedom. We would face 
the fact that in a shrinking world the absence of order among 
nations is becoming less and less tclerable. The Kremlin design 
seeks to impose order among nations by means which would destroy 
our free and democratic system. The Kremlin's possession of atomic 
weapons puts new power behind its design, and increases the jeopardy 
to our system. It adds new strains to the uneasy equilibrium- 
withnout-order which exists in the world and raises new doubts in 
men's minds whether the world will long tolerate this tension 
without moving toward scme kind of order, on somebody's terms. 


The risks we face are of a new order of magnitude, commenr- 
Surate with the total struggle in which we are engaged. For a 
free society there is never total victory, since frecdom and 
democracy are never wholly attained, are always in the prccess or 
being attained. But defeat at the hands of the totalitarian Is 
total defeat. These risks crowd in on us, in a shrinking world 
of polarized power, so as to give us no choice, ultimately, 
between meeting them effectively or being avercome by them. 


B. Specific 


It 1s quite clear from Soviet theory and practice that the 
Kremlin seeks to bring the free world under its dominion by the 
methods of the cold war. The preferred technique is te subvert 
by infiltration and intimidation. Every institution of our seciety 
is an instrument which it is scught to stultify and turn against 
our purpcses. Those that touch most closely our material and morel 
Strength are ooviously the prime targets, labor unions, civic 
enterprises, schools, churches, and all media for influencing 
opinion. The effort is not se much tec make them serve cbvious 
Soviet ends as to prevent them from serving our ends, and thus to 
make them sources cf ecnfusion in our economy, our culture and our 
body politic. The doubts and diversities that in terms of our 
values are part of the merit of a free system, the weaknesses 
and the problems that are peculiar to it, the rights and privileres 
that free men enjoy, and the disorganization and destruction left 
in the wake of the last attack on our freedoms, all are but op- 
portunities for the Kremlin to do its evil werk. Every advanzage 
is taken of the fact that our means of prevention and retaliation 
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are limited by those principles and scruples which are precisely 

the ones that give our freedom and demccracy its meaning for us. 

None of our scruples deter those whose cnly ecde is, "morality is 
that which serves the revolution". 


Since everything that gives us or others respect flor cur 
Institutions is 4 suitable object for attack, it also fits the 
Kremlin's design that where, with impunity, we can be insulted 
and made to suffer {indignity the opportunity shall not be missed, 
particularly in any context which can be used to cast dishoncr 
on cur country, our system, our motives, or our methods. Thus 
the means by which we scught te restore our own economic heath 2.9 
the '30's, and now seek to restore that of the free world, ccme 
equally under attack. The military aid by which we sought to help 
the free world was frantically denounced by the Communists in the 
early days of the last war, and of course our present efforts to 
develop adequate military strength for ourselves and our allies 
are equally denounced. 


At the same time the Soviet Union is seeking to create over- 
whelming military force, in order to back up infiltration with 
intimidation. In the enly terms in which it understands strength. 
it is seeking to demonstrate to the free world that force ard the 
will ta use it are on the side of the Kremlin, that those who lack 
Gieare decadent and docmed. In local incidents it threatens end 
encroaches both for the sake of local gains and to increase anxisly 
and defeatism in all the free world. 


The possessicn of atomic weapons at each of the opposite pois 
ef power, and the snability (for different reasons) of either side 
to place any trust in the-other, puts 4 premium on a surprise 
attack against us. It equally puts 4 premium on a more violent 
and ruthless preaecution of its design by cold war, especially if 
the Kremlin is sufficiently objective to realize the improbabitity 
of our prosecuting 4 preventive wer. It also puts a premium on 
piecemeal aggression against others, counting on our unwillingness 
to engage in atomic war unless we ere directly attacked. We run 
all these risks and the added risk of being confused and immobi=.:.:ed 
by our inability to weigh and choose, and pursue a firm course 
based on a rational assessment cf each. 


The risk that we may thereby be prevented or toc long delayed 
in taking all needful measures to maintain the integrity and 
vitality of our system 1s great. The risk that our allies wil. 
Lose their determination is greater. And the risk that in this 
manner a descending spiral cf tco Little and too late, of doubt 
and recrimination, may present us with ever narrower and more 
desperate alternatives, is the greatest risk cf all. For exampie, 
4t is clear that cur present weakness would prevent us fron 
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offering effective resistance at any cf several vital pressure 
points The only deterrent we can present to the Kremlin is the 
evidence we give that we may make any of the critical points whier 
we cannot hold the eecasicn for a global war of annihilation. 

. The brisk of having no better choice than to capitulate or 
precivitate a global war at any of a number of pressure peints is 
bad enough in itself, but it is multiplied by the weakness it 
imparts to our position in the cold war. Instead of appearing 


stronz end resolute we are continually at the verge of appcaring 

and being alternately irresolute and desperate; yet it is the 

ccld war which we must win, because both the Kremlin design, and ow 
fundamental purpose give it the first priority. 


The frustration of the Kremlin design, however, cannot be 
accomplished by us alone, as will appear from the analysis in 
Chanter IX, B. Strength at the center, in the United States, is 
cnly the first of two essential elements. The second is that our 
allies and potential allies do not as a result of a sense of 
frustration or of Soviet intimidation drift into a course cf 
neutrality eventually leading to Soviet dominaticn. If this were 
to happen in Germany the effect upon Western Europe and eventually 
upon us might be catastrophic. 


But there are risks in making ourselves strong. A large 
measure of sacrifice and discipline will be demanded of the 


American people. They will be asked to give up some of the 

benefits which they have come to associate with their freecdons. 
Nothing could be more important than that they fully understend 
the reasons fer this, The risks of a superficial understanding 


or cc’ an inadequate appreciation of the issues are obvious ard 
might lead to the adeption of measures which in themselves weuld 
jeopardize the integrity of cur system, At any point in the 
process of demonstrating our will to make gcod our fundamentel 
purpose, the Kremlin may decide to precipitate a general war, or 
in testing us, may go too far. These are risks we will invite 

by making curselves strong, but they are lesser risks than those 
we seek to avoid. Our fundamental purpose is mere likely to be 
defeated from lack of the will to maintain it, than from any 
mistakes we may make or assault we may undergo because of asserting 
that will. No people in history have preserved their freedon 
wno thought that by net being strong enough to protect themselves 
they might prove inoffensive te their enemies. 
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VIII. ATOMIC ARMAMENTS 


A. Military Evaluetion of U.S. and U.S.8.R. Atomic Capebilities. 


1. The United States now has ean atomic capability, inclucing 
both numbers and Geliverability, estimated to be adequate, if ef- 
fectively utilized, to deliver a serious blow against the war-makin;: 
cepacity of the U.S.S.R.. It is doubted whether such a blow, ever. 
if it resulted in the complete destruction of the contemplatecé tar- 
get systems, would cause the U.S.S.R. to sue for terms or present 
Soviet forces from occupying Western Europe against such grourd re-~- 
sistance es could presently be mobilized. A very serious initial 
blow could, however, so reduce the capabilities of the U.38.S.F. to 
supply and equip its military organization and its civilian pepule- 
tion as to give the United States the prospect of developing e gen-: 
erel military superiority in e war of long duration. 


2. As the atomic capability of the U.S8.S.R. increases, it wil. 
have an increased ability to hit at our atomic beses and instelle- 
tions and thus seriously hamper the ebliilty of the United States to 
carry out an attack such as that outlined above. It is quite pos- 
Sible that in the near future the U.S.S.R. will have a suffictent 

_Rumber of atomic bombs and a sufficient deliverability to raise a 
question whether Britain with its present inadequate air defense 
could be relied upon as an advance base from which a major portion 
of the U. S. attack could be launched. 


It is estimated that, within the next four years, the J.S.S.h. 
Will etein the capability of seriously demeging vital centers of tre 
United States, provided it strikes a surprise blow end provided fir- 
» ther that the blow is opposéd by no more effective opposition than 
we now have programmed. Such a blow could so seriously damage the 
United States as to greatly reduce its superiority in economic po- 
tential. 


Effective opposition to this Soviet capability will rescuirs 
among other measures greatly increased air werning systems, air de- 
fenses, and vigorous development and implementation of a civilian 
defense program which has been thoroughly integrated with the mil: - 
tary defense systems. . 

. In time the atomic capability of the U.S.S.R. can be expec tec 
to grow to e point where, given surprise and no more effective Oppo-~ 
Siticn than we now have programmed, the possibility of a decis:ve 
initiel attack cannot be excluded. 


3. In the initiel phases of an atomic war, the advanteges of 
initlative and surprise would be very great. A police state living 
behind an iron curtain hes an enormous advantage in maintainine the 
necessary security end centralization of decision required to cap- 
itelize on this advantage. 
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ik. For the moment our atomic retaliatory capability is probabd_+ 

adecuate to deter the Kremlin from a deliberate direct military at 

: agoinst ourselves or other free peoples. However, when it c2_- 
-§ that it hes a sufficient atomic capability to make a surprise 
con us, nullifying our atomic superiority and creating e mii. 
tery situation decisively in its favor, the Kremlin might be tempted 
to strike awiftly and with stealth. The existence of two’ large 
é 


rtemic cepabilities in such a relationship might well act, there- 
fore, not as «& deterrent, but as an incitement to war. 


5. A further increese in the number and power of our atomic 
werpons is necessery in order to assure the effectiveness of «ny 
U. S. retealistory blow, but would not of itself seem to change the” 
baste losic of the above points. Greatly increased generel air, 
ground and sea strength, and increased air defense and civilisen de- 
fense programs would elso be necessary to provide reasonable «ssur- 
pace that the Pree world could survive an initial surprise atonic 
ettack of the weight which it 1s estimated the U,o, 00 Re WLid be 
eeveble of delivering by 1954 and still permit the free world to 
go on to the eventuel ettainment of its objectives. Furthermore, 
sich a build-up of strength could safeguard and increase our Petes 
jatory powsr, and thus migit put off for some time the date when tne 
Soyies Union could calculate thet a surprise blow would be adven- 
teczous, This would provide edditional time for the effects of our 
policies to produce a modification of the Soviet system. 


6. If the U.S.S.R. develops a thermonuclear weapon ahead of the 
5S, tho risks of greatly increased Soviet pressure against al. 
e world, or en ettack against the U. S., will be greetly in- 


+ 


: the U. S. develops oa thermonucleer we 
oR. » the USS. Showld for the time cerns De 
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n ahead of the 
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B, Stockpiling anc Use of Atomic Weapons. 


aE From the foregoing enelysis it eppeers thet it would-be t¢ 
the long-term advantage of the United States if atomic weapons were 
to te effectively elimineted from nationel peacetime armaments; tre 
additional objectives which must be secured if there is to be 2 res. 
gonable prospect of such effective elimination of atomic weepons are 
discussed in Chapter IX. In the absence of such elimination and tru: 
securing of these objectives, 1t would eppear thet we have ne alter 
netive but to tnerease our etomic cepebility as rapidly as other 
considerations meke eppropriate. In either case, it appears to be 
eee rative: to 1meredse os rapidly 2a possible our general air, groune 
anc sea strength and thet of our allies to 4 POLNe Where We-Ore—i es 
terily not so heavily dependent on atomic weepons. 
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e. As is indicated in Chapter IV, it is important that trie 
United States employ military force only if the necessity for its 
use 1S clear and compelling and commends itself to the overwhealmirs 
majority of our people. The United States cannot therefore enugare 
in war except as a reaction to &geression of so clear and comoel ir: 
& nature es to bring the cverwhelming majority of our people to ar. 
cept the use of military force. In the event wer comes, our use -¢ 
force must be to compel the acceptance of our objectives and must te 
congruent to the range of tasks which we may encounter, 


in the event of a general war with the U.S.S.R., it most be 
anticipeted that atomic weapons will be used by each side in che mar- 
ner it deems best suited to accomplish its objectives. In view ena 
our vulnerability to Soviet etomic ettack, it has been argued the= 
we might wish to hold our atomic weapons only for retaliation eseinet 
prior use by the U.S.S.R.. To be able to do so and still have Rone 
of achieving our Objectives, the non-atomic military capabilities of 
ourselves and our allies would have to be fully developed and the go> 
litical weaknesses of the Soviet Union fully exploited. In the event 
of war, however, we could not be sure that we could move toward th- 
atteinment of these objectives without the U.S.S.R.'s resorting 
sooner or jater to the use of its etomic weapons. Only if we hee 
overwnelning atomic superiority and obtained command of the sie le ined eee 
the U.S.S.R. be deterred from employing its atomic weapons as we olan a 
gressed toward the attainment of our objectives, 


fin the event the U.S.S.R, develops by 1954 the atomic care- 
bility which we now anticipate, it is hardly conceivable that, if 
War comes, the Soviet leaders would refrain from the use of atomic 
weapons unless they felt fully confident of attaining their object. 
ives by other means. 


In the event we use atomic weapons either in retaliation for 
their prior use by the U.S.3.R. or because there is no alternetiv= 
“method by which we can attain our objectives, it 1s imperative thei. 
the strategic and tactical targets against which they are used be 
Eppropriaete and the manner in which they are used be consistent with, 
those objectives. 


It appears to follow from the above that we should produc: 
and stockpile thermonuclear weapons in the event they prove feasible 
end would add Slgnificantly to our net capability. Not enough is yet. 
known of their potentialities to warrant a judgment at this tine v-- 
gerding their use in war to attsin our objectives. | 


3» It has been Suggested that we announce that we will no: ine 
atomic weapons except in reteliation against the prior use of such 
weapons by an aggressor. It has been argued thet such a declavaticr 
would decrease the danger of an atomic attack against the United 
States and its ellies. 
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In our present situation of relative unpreparedness in ecor- 
ventional weapons, such a declaration would be interpreted by the 
U.S.S.R. as an admission of great weakness and by our ellies as a 
clear indication that we intended to abandon them. Furthermore, ii 
1s doubtful whether such a declaration would be taken suffictontily 
seriously by the Kremlin to constitute an important factor in detex- 
mining whether or not to attack the United States. It is to De an- 
ticipated that the Kremlin would weigh the facts of our capability 
far more heavily than a declaration of what we proposed to do with 
that capability. 


Unless we are prepared to abendon our objectives, we cannot 
make such a declaration in good faith until we are confident shat we 
will be in a position to attain our objectives without war, or, in 
the event of war, without recourse to the use of atomic weapons for 
strategic or tactical purposes. 


C. International Control of Atomic Energy. 
a ty 


1. A discussion of certain of the basic consideretions involved 
in securing effective international control is necessary to meke 
clear why the additional objectives discussed in Chepter IX must be 
secured, : 


2. No system of international control could prevent the produc - 
tion and use of atomic weapons in the event of a prolonged war. Even 
the most effective system of internationel control could, of itsel?, 
only provide (a) assurance that etomic weapons hed been elimirated 
from nationat peacetime armaments and (b) immediate notice of a vio- 
lation. | In essence, an effective international control syster would 
be expected to assure a certain amount of time after notice of vic- 
lation before atomic weapons could be used in war. 


3.. The time period between notice of violation and possible use 
of atomic weapons in war which a control system could be expected to 
assure depends upon a number of factors. 


The dismantling of existing stockpiles of bombs and the de- 
struction of casings and firing mechanisms could by themselves give. 
little assurance of securing time. Casings and firing mechenisms 
ere presumably easy-to produce, even surreptitiously, and the as- 
Sembly of weapons does not take much time. 


If existing stocks of fissionable materials were in some way 
eliminated and the future production of fissionable materiels effect- 
ively controlled, war could not start with a surprise atomic attarcr, 


In order to assure an appreciable time lag between notice of 
violation and the time when atomic weapons might be available in 
quantity, it would be necessary to destroy ell plants capable of 
making large amounts of fissionable material. Such action would, 
however, require a moratorium on those possible peacetime uses which 
call for large quantities of fissionable materials, 
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Effective control over the production and stockpiling of rew 
materials might further extend the time period which effective inter- 
netional control would assure. Now that the Russiens have learned 
the technique of producing atomic weapons, the time between viole- 
tion of an international control agreement and production of etomic 
weepons will be shorter than was estimated in 1946, except possibly 
in the field of thermonuclear or other new types of weapons. 

4. The certainty of notice of violation also depends upon a 
number of factors. In the absence of good faith, it is to be doubted 
whether any system can be designed which will give certainty of not- 
ice of violation. International ownership of rew materials and fis- 
sionable materials and international ownership end operation of dan- 
gerous facilities, coupled with inspection based on continuous un- 
limited freedom of access to all parts of the Soviet Union {as well 
as to all parts of the territory of other signatories to the control 
agreement) appear.to be necessary to give the requisite degree of 
assurance against secret violations. As the Soviet stockpile of 
fissionable materials grows, the amount which the U.S.5.R. might 
secretly withhold and not declere to the inspection agency grows. 

In this sense, the earlier an agreement is consummated the greater 
the security it would offer. The possibility of successful secret 
production operations also increases with developments which may re- 
duce the size and power consumption of individual reactors. The ds- 
velopment of a thermonuclear bomb would increase many fold the Ga:.- 
ége a given amount of fissionable material could do and would, shere- 
fore, vastly increase the danger that a decisive advantage could ce 
gained through secret operations. 


5. The relative sacrifices which would be involved in intern:- 
tional control need also to be considered. If it were possible to 
negotiate an effective system of international control the United 
States would presumably sacrifice a much larger stockpile of atomic. 
weepons and a much larger production cepacity than would the JU.5.¢5.R., 
Tne opening up of national territory to international inspection ir- 
volved in an adequate control and inspection system would have a fer 
greater impact on the U.S.8.R. than on the United States. If the 
control system involves the destruction of all large reactors and 
thus a moratorium on certain possible peacetime uses, the U.5.S.R. 
can be expected to argue that it, because of greater need for new 
sources. of energy, would be making a greater sacrifice in this re- 
gard than the United States. 


6. The United States and the peoples of the world as a whole 
desire a respite from the dangers of atomic warfare. The chief dii- 
ficulty lies in the danger that the resplte would be short end that. 
we might not have adequate notice of its pending termination. tor 
such an arrangement to be in the interest of the United States, it 
is essential that the agreement be entered into in good faith by 
both sides and the probability against its violation high. 
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¢. The most substantial contribution to security of an e*fect- 
ive international control system would, of course, be the opening ur 
of the Soviet Union, es required under the U. N. plen. Such opening 
up is not, however, compatible with the maintenance of the Soviet 
system in its present rigor. This is a major reason for the Soviet 
refusal to accept the U. N. plan. 


The studies which began with the Acheson-Lilienthal commi+-— 
tee and culminated in the present U., N. plan made it clear that in- 
spection of atomic facilities would not alone give the assurance of 
control; but that ownership and operation by an international author- 
ity of the world's atomic energy activities from the mine to the last 
use of fissionable materials was also essential. The delegation of 
sovereignty which this implies is necessary for effective control 
and, therefore, is as necessary for the United States and the rest 
of the free world as it is presently unacceptable to the Soviet Unim. 


It is also clear that a control authority not susceptible ii- 
rectly or indirectly to Soviet domination is equelly essentia:., As 
the Soviet Union would regard eny country not under its dominetion 
as under the potential if not the ectual domination of the United 
States, it is clear that whet the United States and the non-Soviet 
world must insist on, the Soviet Union must at present reject. 


The principal immediate benefit of international control 
would be to make a surprise atomic attack impossible, assumisg: the 
elimination of large reactors and the effective disposal of stock- 
piles of fissionable materials. But it is almost certein that tho 
Soviet Union.-would not agree to the elimination of large reactors, 
unless the impracticability of producing atomic power for peaceful. 
Purposes had been demonstrated beyond a doubt. By the same token, 
it would not now agree to elimination of its stockpile of fission- 
able materials. ‘. , 

Finally, the absence of good faith on the part of the U.8.3.R 
must be assumed until there is concrete evidence that there has been 
& decisive change in Soviet policies. It is to be doubted whether 
Such a chenge can take place without a change in the nature of the 
Soviet system itself. 


The above considerations make it clear that at least e majo: 
change in the relative power positions of the United States and the 
Soviet Union would have to take place before an effective system or 
ioternetional control could be negotiated. The Soviet Union would 
heve had to heve moved a substantial distance down .the path of eac- 
commodation and compromise before such an arrangement would be con- 
celvable. This conclusion is supported by the Third Report of the 
United Nations Atomic Energy Commission to the Security Council, 

May 17, 1948, in which it is stated that "...the majority of the 
Commission hes been unable to secure...their acceptance of the 
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TX. POSSIBLE COURSES OF ACTION 


Introduction. Four possible courses of action by the United 
States in the present situation can be distinguished. They arse: 


e. Continuation of current policies, with current and 
currently projected programs for carrying out these policies; 


b. Isolation; 
c. War; and 


d. A more repid building up of the political, economic, and 
military strength of the free world than provided under a, with 
the purpose of reaching, if possible, a2 tolerable state of orcs: 
emong nations without war and of preparing to defend ourselves 
in the event that the free world is attacked. 


The role of negotiation. Negotiation must be considered in re- 
letiton to these courses of action. A negotiator always attempts toa 
achieve en agreement which is somewhat better than the realities of 
his fundamental position would justify and which is, in any case, 
not worse than his fundamental position requires. This is as true 
in relations among sovereign states es in relations between indivic- 
uels. The Sov’et Union possesses several advantages over the free 
world in negotiations on any issue: 


‘a, It can and does enforce secrecy on all significant facts. 
about conditions within the Soviet Union, so thet it can vce ex- 
pected to know more about the realities of the free world's yc- 
sition than the free world knows about its position; 


b. It does not have to be responsive in any important sense 
to public opinion; . 


c. It does not have to consult and agree with any other 
countries on the terms it will offer and accept; and 


d. It can influence public opinion in other countries 
while insulating the peoples under its control. 


These are important advantages. Together with the unfavoreble 
trend of our power position, they militate, as is.shown in Section 
A below, against successful negotiation of a general settlement at 
this time. For although the United States probably now possesses, 
principally in atomic weapons, a force adequate to deliver a& power- 
ful blow upon the Soviet Union and to open the road to victory in 2 
long war, it Ls not sufficient by itself to advance the position of 
the United States in the cold war. © 
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The problem is to create such political and economic conditions in 
the free world, backed by force sufficient to inhibit Soviet attack, 
that the Kremlin will accommodate itself to these conditions, gradue!- 
ly withdraw, and eventually change its policies drastically. It has 
been shown in Chapter VIII that truly effective control of atomic en- 
ergy would require such an opening up of the Soviet Union and such ev- 
idence in other ways of its good faith and its intent to co-exist in 
peace as to reflect or at least initiete' a change in the Soviet system. 


Y Cleerly under present circumstances we will not be able to negot:.- 
ate a settlement which calls for @ change in the Soviet system. Wha, 
then, is the role of negotiation? 


In the first place, the public in the United States and in other 
free countries will require, as a condition to firm policies ard ace- 
quate programs directed to the frustration of the Kremlin design, that 
the free world be continuously prepared to negotiate agreements with 
the Soviet Union on equitable terms. It is still argued by mary peo- 
ple here end ebroad that equitable agreements with the Soviet Union ar 
possible, and this view will gein force if the Soviet Union begins + 
show signs of accommodation, even on unimportant issues. 


: The free countries must elways, therefore, be prepared to negotiste 
end must be ready to take the initiative at times in seeking negotia- 
tion. They must develop a negotiating position which defines the is- 
sues and the terms on which they would be prepared--and at what stez2s 
~-to accept agreements with the Soviet Union. The terms must be fair 
in the view of popular opinion in the free world. This means thet they 
_ must be consistent with a positive program for peace--in harmony wit 
* the United Nations! Charter and providing, at a minimum, for the er- 
. fective control of all armaments by the United Nations or a successor 
organization. The terms must not require more of the Soviet Union 
than such behavior and such participation in a world organization. Tre 
fact that such conduct by the Soviet Union is impossible without sucn 
& radical change in Soviet policies es to constitute a change in the 
Soviet system would then emefge as a result of the Kremlin's unwili- 
{ugness to accept such terms or of its bad faith in observing them. 


A sound negotiating position is, therefore, an essential aiement 
in the ideological conflict. For some time after a decision to bu-ii 
up strength, any offer of, or attempt at, negotiation of a general 
settlement along the lines of ee speech by the Secretary 
of State could be only 2 tactic. Nevertheless, concurrently with 


1/7 The Secretary of State listed seven areas in which the Soviet Ur.on 


could modify its behavior in such e wey as to permit co-existence in 
reasonable security. These were: 


1. Treaties of peace with Austria, Germany, Japan and relexaticr. 
of pressures in the Far East; 
2, Withdrawal of Soviet forces and influence from satellite area; 
3. Cooperation in the United Nations; 
(Continued on following pege) 
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@ decision and e stert on building up the strength of the free 
world, it mey be desirable to pursue this tactic both to gain pubis 
support for the program and to minimize the immediate risks of wer. 
It is urgently necessary for the United States to determine its ne- 
gotiating position and to obtain agreement with its major aliies on 
the purposes and terms of negotiation. 


In the second place, assumitig that the United States in cooper:- 
tion with other free countries decides and acts to increase the 
strength of the free world and assuming that the Kremlin chooses 
the path of accommodation, it will from time to time be necessary 
and desirable to negotiate on various specific issues with the Kreim- 
lin as the erea of possible agreement widens. 


The Kremlin will heave three major objectives in negotiations 
with the United Stetes. The first is to eliminate the atomic cep2- 
bilities of the United States; the second is to prevent the effect- 
ive mobilization of the superior potential of the free world in 
human and material resources; and the third is to secure a with- 
drew2l of United States forces from, and commitments to, Europe ani 
Jepean. Depending on its evaluation of its own strengths and week- 
nesses as against the West's (particularly the ability end will of 
the West to sustain its efforts), it will or will not be prepared 
to meke importent concessions to achieve these major objectives. 

It is unlikely that the Kremlin's evaluation is such that it wouid 
now be prepared to make significent concessions. 


The objectives of the United Stetes and other free countries in 
negotiations with the Soviet Union (apart from the ideological ob- 
jectives discussed above) ere to record, in e formel feshion which 
will facilitate the consolidation end further edvance of our pos.- 
tion, the process of Soviet accommodation to the new politicel, 
psychological, and economié conditions in the world which will re- 
sult from adoption of the fourth course of action end which will be 
supported by the increasing militery strength developed as an in- 
tegral part of that course of ection. In short, our objectives are 
to record, where desirable, the gredual withdrawal of the Soviet 
Union and to facilitate that process by meking negotiation, if pos- 
sible, always more expedient than resort to force. 


It must be presumed that for some time the Kremlin will accept 


agreements only if it is convinced that by acting in bad fatth when- 
ever and wherever there is an opportunity to do so with impunity, it 


1/ (Continued ) 


4. Control of atomic energy end of conventional armaments; 

5. Abandonment of indirect aggression; 

6. Proper treatment of official representatives of the U. S.; 
7. Increased access to the Soviet Union of persons and ideas 


from other countrics. 
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cen derive greater advantage from the agreements than the free world. 
For this reason, we must take care that any agreements are enforce - 
able or that they are not susceptible of violation without detecticr 
and the possibility of effective counter-measures. 


this further suggests that we will have to consider carefully the 
order in which agreements can be concluded. Agreement on the contre} 
of atomic energy would result in @ relatively greater disarmement <f 
the United States than of the Soviet Union, even assuming consider- 
eabdle progress in building up the strength of the free world in con- 
ventional forces and weapons. It might be accepted by the Soviet 
Union es part of a deliberate design to move against Western Europe 
and other ereas of strategic importance with conventional forces and 
weapons. In this event, the United States would find itself et war. 
having previously disarmed itself in its most important weapon, and 
would be engaged in a race to redevelop atomic weapons. 


This seems to indicate that for the time being the United States 
and other free countries would heve to insist on concurrent égreemert 
on the control of non-atomic forces and weapons and perhaps on the 
other elements of a general settlement, notably peace treaties with 
Germany, Austrie, and Japan and the withdrawel of Soviet influence 
rrom the satellites. If, contrary to cur expectations, the Soviet 
Union should accept agreements promising effective control of atomic 
energy and conventional armaments, without eny other changes in So- 
viet policies, we would have to consider very carefully whether we 


, could accept such agreements. It is unlikely that this problem will 


arise. 


To the extent that the United States and the rest of the free 
world succeed in so building up their strength in conventionel forces 
and weapons that a Soviet attack with simitler forces could be thvarted 
Sr held, we will gein increased flexibility end can seek agreements on 
the verious issues in any order, es they become negotiable. 


In the third plece, negotiation will pley a pert in the buildires 
up of the strength of the free world, apart from the ideological 
Strength discussed above. This is most evident in the problems of 
Germeny, Austria and Japan. In the process of building up strength, 
it may be desirable for the free nations, without the Soviet Union, 
to conclude seperate arrangements with Japan, Western Germany, and 
Austrie which would enlist the energies and resources of these cour.- 
tries in support of the free world, This will be difficult unless 
4t has been demonstrated by attempted negotiation with the Soviet 
Union thet the Soviet Union is not prepared to accept treaties of 
peece wnich would leave these countries free, under adequate safe- 
guards, to participate in the United Netions and in regional or 
broader assoctations of states consistent with the United Nations’ 
Charter end providing security and adequate opportunities for the 
peaceful development of their political and economic life. 
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This demonstrates the importance, from the point of view of ne- 
gotiation as well es for its relationship to the building up of the 
strength of the free world (see Section D below), of the problem of 
closer essociation--on a regionel or a broader basis--among the fre 
countries. 


- In conclusion, negotiation is not-a possible separate couse of 
action but rether e means of gaining support for a program of buili- 
ing strength, of recording, where necessary and desirable, progress 
in the cold war, and of facilitating further progress while helping 
to minimize the risks of war. Ultimately, it is our objective to ne- 
gotiate a settlement with the Soviet Union (or a successor state or 
states) on which: the world can place reliance as an enforceable in- 
strument of peace. But it is importent to emphasize that such a 
settlement can only record the progress which the free world will 
have mede in creating a politicel and economic system in the world 
so successful that the frustration of the Kremlin's design for worlc 
domination will be complete. The analysis in the following sections 
indicates. that the building of such a system requires expanded and 
accelerated programs for the carrying out of current policies. 


A. The First Course--Continustion of Current Policies, with. Current 
and Currently Projected Programs for Carrying out These Policies. 


1. Military aspects. On the basis of current programs, the 
United States has a large potential militery capability but an ac- 
tual capability which, though improving, is declining relative ,to 
the U.S.S.R., particularly in light of its probable fission bomb 
capability end possible thermonuclear bomb capebility. The same 


holds true for the free world as a whole relative to the Soviet 


world as a whole. If war breaks out in 1950 or in the next few 
yeers, the United States and its allies, epert from a powerful 
atomic blow, will be compelled to conduct delaying actions, while 
building up their strength for e general offensive. A frank evalue- 
tion of the requirements, to defend the United States and its vite] 
interests and to support a vigorous initiative in the cold war, or. 
the one hand, and of present capabilities, on the other, indicates 
that there is a sharp and growing disparity between them. 


A review of Soviet policy shows that the military capabili- 
ties, actual and potential, of the United States and the rest of tre 
free world, together with the apparent determination of the free 
world to resist further Soviet expansion, have not induced the Krem- 
lin to relex its pressures generelly or to give up the initiative in 
the cold wer. On the contrary, the Soviet Union has consistently 
pursued e bold foreign policy, modified only when it: probing re- 
veeled a determination and an ability of the free world to resist 
encroachment upon it. The relative military capabilities of the 
free world are declining, with the result that its determination to 
resist may elso decline and that the security of the United States 
and the free world as a whole will be jeopardized. 


ARAYA MA cAnim ne ee 
NSC 63 PA MOPS Hit ay 
‘ WB Ss Bag Nee Sy eaian 


Approved For Release 2003/09/29 : CIA-RDP86B00269R001100130001-4 


an a a ‘ee 


Vy 


Approved Fag,Release 2003/09/29 : CIA-RDP86B00269R501 100130001-4 


Co 


From the military point of view, the actual and potential capa- 
bilities of the United States, given e continuation of current and 
projected programs, will become less and less effective @8 a war de- 
terrent. Improvement of the state of readiness will become more end 
more important not only to inhibit the launching of war by the Soviet. 
Union but also to support a national policy designed to reverse the 
present ominous trends in internetional relations. A building up <-f 
the military capabilities of the United States and the free world is 
a precondition to. the echievement of the objectives outlined in this 
report gnd to the protection of the United Stetes against disaster. 


Fortunately, the United States military esteblishment has been 
developed into a unified and effective force as a result of the pol- 
icies laid down by the Congress and the vigorous cerrying out of 
these policies by the Administration in the fields of both organize- 
tion and economy. It is, therefore, ea base upon which increased 
strength can be rapidly built with maximum efficiency and economy. 


2. Political Aspects. The Soviet Union is pursuing the initis- 
tive in tne conflict with the free world. Its atomic capabilities, 
together with its successes in the Far East, have led to an increes- 
ing confidence on its part and to en increasing nervousness in West - 
ern Europe and the rest of the free world. We cannot be sure, of 
course, how vigorously the Soviet Union will pursue its initiative, 
nor can we be sure of the strength or weekness of the other free 
countries in reacting to it. There are, however, ominous signs of 
further deterioration in the Far East. There are also some indica- 
tions that a decline in morale and confidence in Western Europe may 
- be expected. In particular, the situation in Germany is unsettled. 
. Should the belief or suspicion spread that.the free nations are not 
now able to prevent the Soviet Union from taking, if it chooses, tne 
military actions outlined in Chapter V, the determination of the 
free countries to resist probably would lessen end there would be 
an increasing temptation for them to seek a position of neutrality. 
Politically, recognition of the militery implications of a 
continuation of present trends will mean that the United States and 
especially other free countries will tend to shift to the defensive, 
or to follow ea dangerous policy of bluff, beceuse the meintenence ci 
@ firm initiative in the cold war its closely related to eggregate 
Strength in being end readily avatleble. 


a 


This 1s largely e problem of the incongruity of the current ac- 
tuel capabilities of the free world end the threet to it, for the 
free world has an economic and militery potential far superior to 
the potential of the Soviet Union and its satellites. The shedow ci 
Soviet force fells darkly on Western Europe and Asia and supports = 
policy of encroachment. The free world lacks adequate means--in the 
form of forces in being--to thwart such expansion locally. The Unitad 
States will therefore be confronted more frequently with the dilemns. 
of reacting totally to a limited extension of Soviet control or of 
not reacting at all (except with ineffectual protests and half meas - 
ures), Continuation of present trends is likely to lead, therefore, 
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to @ greduel withdrawal under the direct or indirect pressure of the 
Soviet Union, until we discover one day thet we have sacrificec post- 
tions of vital interest. In other words, the United States would 
have chosen, by leck of the necessary decisions and actions, to fell 
back to isolation in the Western Hemisphere. This course would at 
best result in only a relatively brief truce and would be ended 
either by our capitulation or by a defensive war--on unfavorable 
terms from unfevoreble posto re ee vee e Soviet Empire comprising 
ell or most of Eurasia. + (See Section B.) 


3. Economic and social espects. As was pointed out in Chapter 
VI, the present foreign economic policies and programs of the United 
States will not produce a solution to the problem of international 
economic equilibrium, notably the problem of the dollar gep, and will 
not create an economic base conducive to political stability in meny 
important free countries. 


‘ The Europeen Recovery Program has been successful in assisting 
the restoration and expension of production in Western Europe and has 
been a mejor fector in checking the dry rot of Communism in Western 
Europe. However, little progress has been made toward the resumpt:on 
py Western Europe of a position of influence in world affeirs commen- 
surate with its potentiel strength. Progress in this direction will 
require integrated political, economic and militery policies and pro- 
grems, which ere supported by the United States and the Western Euro- 
pean countries end which will probably require e deeper participation 
by the United Stetes than hes been contempleted. 


:. ‘The Point IV Program and other assistance progrems will not 
adequately supplement, es now projected, the efforts of other impost- 
ant countries to develop effective institutions, to improve the ad- 
ministration of their effeirs, and to achieve a sufficient measure 

of economic development. The moderate regimes now in power in man; 
countries, like Indie, Indonesia, Pakistan, end the Philippines, will 
Drobably be unable to. restore or retein their populer support end «u- 
thority unless they ere assisted in bringing about a more repid in- 
provement of the economic and sociel structure then present programs 
will make possible. 


The Executive Branch is now underteking a study of the pro>- 
lem of the United States balance of peyments end of the measures which 
might be taken by the United States to assist in establishing interre- 
tionel economic equilibrium. This is a very important project and 
work on it should heve a high priority. However, unless such an ecc- 
nomic prosrem is matched end supplemented by en equally far-sighted 
end vigorous political and military program, we will not be success- 
ful in checking end rolling back the Kremlin's drive. 


4, Negotiation. In short, by continuing elong its present course 
the free world will not succeed in making effective use of its vastiv 
superior political, ‘economic, and military potential to build a 


IAy Rear: 
USC 68 EIN G lop Sseer i 


- 50 - 


Approved For Release 2003/09/29 : CIA-RDP86B00269R001100130001-4 


fe , 
a? 1 


Approved ForRelease italia : CIA-RDP86B0026gR001 100130001-4 


/ . aa ye araileen 
E2 Lest LHOs TRIED 


tolerable state of order among nations. On the contrary, the polit- 
ical, economic, end military situetion of the free world is already 
unsatisfactory and will become less favorable unless we act ta re- 
verse present trends. 


This situation is one which militetes ageinst successful ne- 
gotietions with the Kremlin--for the terms of egreements on importent 
pending issues would reflect present realities snd-would therefore 52 
uneccepteble, if not disastrous, to the United States and the rest >F 
the free world. Unless a decision had been made end action undertex2a 
to build up the strength, in the broadest sense, of the United Stetes 
and the free world, an attempt to negotiate a general settlement on- 
terms acceptable to us would be ineffective and probably long drewn 
out, end might thereby seriously delay the necessary measures to 
build up our strength. 


This is true despite the fect that the United States now hes 
che capability of delivering e powerful blow against the Soviet: Union 
in the event of war, for one of the present realities is that the 
United States is not prepared to threaten the use of our present 
atomic superiority to coerce the Soviet Union into acceptable zgree- 
ments. In light of present trends, the Soviet Union will not with- 
drew and the only conceiveble besis for a general settlement would 
be spheres of influence and of no influence--e "settlement" which the 
Kremlin could readily exploit to its great adventage. The idee ther 
Germany or Japan or other important areas can exist as islands of 
neutrality in e divided world is unreel, given the Kremlin design 
for world domination, 


B. The Second Course--Isoletion. 


= Continuation of present trends, it has been shown above, will lead 
progressively to the withdrawal of the United Stetes from most of its 
present commitments in Europe and Asia end to our isolation in the 
Western Hemisphere and its approaches. This would result not from « 
conscious decision but from a failure to take the actions necessary 
to bring our capabilities into line with our commitments and thus to 
& withdrawal under pressure. This pressure might come from our pres- 
ent Allies, who will tend to seek other "solutions" unless they have 
confidence in our determination to accelerate our efforts to build « 
successfully functioning political and economic system in the free 
world. 


There are some who advocate a deliberate decision to isolate our: 
Selves. Superficially, this hes some attractiveness @8 a zourse of 
écticn, for 1t eppears to bring our commitments and capabilities inte 
harmony by reducing the former and by concentrating our present, o> 
berneps even reduced, militery expenditures on the defense of the 
United States. 
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This argument overlooks the relativity of capabilities. With <he 
United States in an isolated position, we would have to face the prob- 
ability that the Soviet Union would quickly dominete most of Eure3i., 
probably without meeting armed resistence. It would thus acoulre 2 
potentiel far superior to our own, and would promptly proceer. to de- 
velop this potential with the purpose of eliminating our power, whish 
would,even in isolation, remain as a challenge to it end as en ‘ob- 
stacle to the imposition of its kind of order in the world. There tgs 
no way to make ourselves inoffensive to the Kremlin except by compicte 
submission to its will. Therefore isolation would in the ent condenn 
us to capitulate or to fight alone end on the defensive, with dres‘:ic- 
ally limited offensive and retaliatory capabilities in comparison with 
the Soviet Union. (These ere the only possibilities, unless we are 
prepared to risk the future on the hazerd that the Soviet Empire, be- 
cause of over-extension or other reasons, will spontaneously destroy 
itself from within.) 
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The argument also overlooks the imponderable, but nevertheless 
drastic, effects on our belief in ourselves and in our way of life of 
a deliberate decision to isolete ourselves. As the Soviet Urion cene 
to dominete free countries, it is clear that many Americans would 
Peel a deep sense of responsibility and guilt for having abardoned 
their former friends and allies. As the Soviet Union mobilized the 
resources of Eurasia, increased its relative military capabilities. 
end heigntened its threat to our security, some would be tempted to 
accept “peace” on its terms, while meny would seek to defend the 
y United Stetes by creating a regimented system which would permit 
' the essignment of a tremendous part of our resources to defense. 
Under such a state of affairs our national morale would be ccrrupted 
end the integrity and vitality of our system subverted. 


Under this course of action, there would be no negotiaticn, unless 
‘on the Kremlin's terms, for we would heve given up everything of in- 
portence. ‘ 


It is possible that at some point in the course of isolation, 
many Americans would come to favor a surprise attack on the Soviet 
Union and the aree under its control, in @ desperate attempt to 2lter 
decisively the balence of power by an overwhdming blow with modern 
weepons of mass destruction. It appears unlikely thet the Seviet 
Union would wait for such an attack before launching one of its own. 
But even if it did and even if our attack were successful, it is 
clear that the United States would face eppealling tesks in establish- 
ing = tolerable state of order among nations after such a war and 
efter Soviet occupation of all or most of Euresia for some years. 
These tasks appear so enormous and success so unlikely that reason 
dictates an attempt to achieve our objectives by other meens. 


C. The Third Course~-War., 


Some Americens favor a deliberate decision to go to war egainst. 
the Soviet Union in the near future. It goes without saying that the 
idea of "preventive" war--in the sense of e military attack not 
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provoked by a military attack upon us or our ellies--is generally ut- 
aeceptable to Americens. Its supporters argue thet since the Soviet 
Union is in fact at war with the free world now and thet since the 
failure of the Soviet Union to use all-out militery force is explain-- 
pble on grounds of expediency, we ere eat war and should conduct. our- 
selves accordingly. Some further argue that the free world is prob- 
ebly uneble, except under the crisis of war, to mobilize end direct 
its resources to the checking and rolling back of the Kremlin's d@rivi. 
for world dominion. This is a powerful argument in the light of his- 
tory, but the considerations against wer are so compelling that the 
free world must demonstrate that this argument is wrong. The case for 
wear is premised on the essumption thet the United States could launcs1 
and sustein an attack of sufficient impact to gain a decisive edven- 
tege for the free world in a long wer and perhaps to win an easly 
decision, 


The ability of the United States to launch effective offensive op- 
erations is now limited to attack with atomic weapons. A powerful 
blow could be delivered upon the Soviet Union, put it is estimated 
that these operations alone would not force or induce the Kremlin tc 
cepitulate and that the Kremiin woul still be eble to use the forces 
under its control to dominate most or all of Eurasia. This would 
probably meen a long and difficult strugg’”.e during which the free 
institutions of Western Europe and many freedom-loving people would 
be destroyed and the regenerative capacity of Western Europe dealt é. 
erippling blow. os 


. Apert from this, however, & surprise ettack upon the Soviet Union, 

despite the provocativeness of recent Soviet behavior, would be re- 
pugnant to many Americans. Although the American people would prob- 
ably relly in support of the war effort, the shock of responsibility 
for a surprise attack would be morally corrosive. Many would doubt 
thet it was e "just war’ and that all reasoneble possibilities for « 
peaceful settlement had been explored in good faith. Many more, pro- 
portionately, would hold such views in other countries, particuler ivy 
in Western Europe end perticularly after Soviet occupation, if only 
beceuse the Soviet Union would liquidate articulate opponents. It 
would, therefore, be difficult after such a war to create a setisfac- 
tory international order among nations. Victory in such a war would 
heve brought us little if at all closer to victory in the fundement2l 
ideclogical conflict. 


4% 


These considerations ere no less weighty because they are imponi- 
erable, and they rule out an attack unless it is demonstiably in tas 
nature of a counter-attack to a blow which is on its way or about to 
be delivered. (The military edvanteges of lending the first blow be- 
come increasingly important with modern weapons, and this is «2 fect 
which requires us to be on the alert in order to strike with our full 
weight as soon as we are attacked, and, if possible, before the So-~- 
viet blow is actually delivered.) If the argument of Chapter IV is 
accepted, it follows that there is no "easy" solution and that the 
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only sure victory lies in the frustration of the Kremlin design by 
the steady development of the moral and material strength of the 
free world and its projection into the Soviet world in such e wey 
as to bring about an internal change in the Soviet system. 


D. The Remaining Course of Action--a Rapid Build-up of olitical, 


Economic, end Military Strength in the Free World 


A more rapid build-up of political, economic, and military 
strength and thereby of confidence in the free world than ts nOW 
contemplated is the only course which is consistent with progress 
toward achieving our fundamental purpose. The frustration of the 
Kremlin design requires the free world to develop a successfully 
functioning political and economic system and e vigorous political 
offensive against the Soviet Union. These, in turn, require en ed- 
equate military shield under which they can develop. It is neces- 
sary to have the military power to deter, if possible, Soviet ex 
pansion, and to defeat, if necessary, aggressive Soviet or Soviet- 
directed actions of a limited or total character. The potentisl 
Strength of the free world is great; its ability to develop these 
military capabilities and its will to resist Soviet expansion will 
be determined by the wisdom and will with which it undertakes to 
meet its political and economic problems. 


1. Militery aspects. It has been indicated in Chapter Vi that 
U. S. military capabilities are Strategically more defensive in na- 
ture than offensive and are more potential than actual. It is evi- 
dent, from an analysis of the past and of the trend of weapon devel- 
opment, ‘that there is now and will be in the future no absolute de- 
fense. The history of war also indicates that a favorable decision 
can only be achieved through offensive action. Even a defensive 
strategy, if it is to be sug¢cessful, calls not only. for defensive 
forces to hold vital positions while mobilizing and preparing for 
the offensive, put also for offensive forces to ettack the enemy 
end keep him off balence. 


The two fundamental requirements which must be met by forces 
in being or readily available are support of foreign policy ard pro- 
tection against disaster. To meet the second requirement, the forces 
in being or readily availeble must. be able, at a minimum, to perform 
certain basic tasks: 


&. To defend the Western Hemisphere and essential allied 
arces in order that their war-making capabilities can be de- 
veloped; 


b. To provide end protect a mobilizetion base while the 
offensive forces required for victory ere being built up; 


&. To conduct offensive operations to destroy vital e2-. 
ements of the Soviet war-meaking capacity, and to keep the 
enemy off balance until the full offensive strength of the 
United States and its allies can be brought to bear; 


& 
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d. To defend and maintain the lines of communication 
and base areas necessary to the execution of the above 
tasks; end 


\ 
Si 


_ @. To provide such eid to allies as is essential =o 
the execution of their role in the above tasks. 


In the broadest terms, the ability to perform these ta3ks 
requires a built-up of militery strength by the United States and 
tts ellies to a point at which the combined strength will be super- 
tor for at least these tasks, both initielly and throughout 4 — 

war, to the forces that can be brought to pear by the Soviet Union 
and its satellites. In specific terms, it is not essential to matcr. 
item for item with the Soviet Union, but to provide en adequate de- 
fense against air attack on the United States and C-nada and en ad- 
equate defense ageinst air end surface attack.on the United Kingdom 
and Western Europe, Alaske, the Western Pacific, Africa, and the 
Near and Middle Eest, and on the long lines of communicetion to 
these erees. Furthermore, it is mandatory that in building up our 
strength, we enlerge upon our technical superiority by an acceler- 
ated exploitation of the scientific potential of the United States 
and our allies. 


Forces of this size and cheracter are necessery not only for 
protection against disaster but also to support our foreign pelicy. 
In fact, it can be argued that lerger forces in being and reacily 
aveilable are necessary to inhibit a would-be aggressor than to pro- 
vide the nucleus of strength end the mobilizetion base on which the 
tremendous forces required for victory can be built. For exanple, 
in both World Wars I and II the ultimate victors had the strength, 
in the end, to win though they had not hed the strength in being or 
readily available to prevent. the outbreak of wer. In part, at leest, 

«this was because they had not had the militery strength on which to 
base e strong foreign policy, At any rate, it is clear that « sub- 
stential end repid building up of strength in the free world is nic- 
essary to support e firm policy intended to check end to roll back 
the Kremlin's drive for world domination. 


Moreover, the United Stetes and the other free countries do 
not now have the forces in being and readily available to defeat lo- 
cel Soviet moves with local action, but must accept reverses or make: 
these local moves the occasion for war--for which we ere not prepared 
This situation makes for great uneasiness among our allies, particv- 
lerly in Western Europe, for whom total war means, initially, Soviet. 
occupation. Thus, unless our combined strength is rapidly increasec, 
our allies will tend to become increasingly reluctant to support 2 
firm foreign policy on our part and increasingly anxious to seek 
other solutions, even though they are awere thet appessement means 
defeat. An importent edvantege in adopting the fourth course of esc¢- 
tion lies in its psychologicel impect--the revival of confidence end 
nopo in the future. It is recognized, of course, that any ennounce- 
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ment of the recommended course of action could be exploited by the 
Soviet Union in its peace campaign and would heve adverse psycho- 
logical effects in certain parts of the free world until the neces- 
sery increase in strength hed been echieved. Therefore, in any an- 
nouncement of policy and in the character of the measures adopted, 
emphasis should be given to the essentially defensive character and 
cere should be taken to minimize, so far as possible, unfavorable 
domestic and forelgn reactions. 


2. Political and economic aspects. The immediate objectives-.- 
to the achievement of which such a build-up of strength is a neces- 
sary though not a sufficient condition--are a renewed initiative in 
the cold war and a situation to which the Kremlin would find it ex- 
vedient to accommodate itself, first by relaxing tensions end vres- 
sures and then by gradual withdrawal. The United States cannot aicre 
provide the resources required for such a build-up of strength. ‘Tne 
other free countries must carry their part of the burden, but their 
ability and determination to do it will depend on the action tne 
United States takes to develop its own strength and on the adequacy 
of its foreign political and economic policies. Improvement in po- 
litical and economic conditions in the free world, as has been em- 
phasized above, is necessary as a basis for building up the will 
and the means to resist and for dynemically affirming the integrity 
and vitelity of our free and democratic way of life on which our 
ultimate victory depends.. 


. At the same time, we should take dynemic steps to reduce the 
‘power and influence of the Kremlin inside the Soviet Union and other 
areas under its control. The objective would be the establishment 
of friendly regimes not under Kremlin domination. Such action is 
essentiel to engage the Kremlin's. attention, keep it off balance 
and force an increased expenditure of Soviet resources in counter- 
action. In other words, it would be the current Soviet cold war 
technique used against. the Soviet Union. 


A program for repidly building up strength and improving vo- 
litical and economic conditions will place heavy demands on our 
courage and intelligence; it will be costly; it will be dangerous. 
But helf-measures will be more costly and more dangerous, for they 
will be inadequate to prevent and mey actually invite war. Budget- 
ary considerations will need to be subordinated to the stark fact 

that our very independence as a nation may be at stake. 


A comprehensive and decisive program to win the peace and 
Yrrustrate the Kremlin design should be so designed that it can be 
sustained for as long as necessary to achieve our national object- 
‘ives, It would probably involve: 

(1) The development of an adequate political and eco- 


nomic framework for the achievement of our long-range ob- 
jectives, 
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(2) A substantial increase in expenditures for military 
purposes adequate to meet the requirements for the tasks 
listed in Section D-1l. ; 


(3) A substantial increase in military assistance pro- 
grems, designed to foster cooperative efforts, which will 
edequately and efficiently meet the requirements of our al- 
ligs for the tasks referred to in Section D-l-e. 


(4) Some increase in economic assistance progrems and 
recognition of the need to continue these programs until 
their purposes have been accomplished. 


(5) A concerted attack on the problem of the United 
States balence of payments, along the lines elready epprovec 
by the President. 


(6) Development of programs designed to build and mai-- 
tain confidence among other peoples in our strength and res- 
olution, and to wage overt psychological warfare caleuleted 
to encourage mass defections from Soviet allegiance ani to 
frustrate the Krumlin design in other veys. 


-.{(7). Intensification of affirmative and timely measures 
and operations by covert means in the fields of economic w:2r- 
fare and political and psychological werfare with a view <: 
fomenting and supporting unrest and revolt in selected str:- 

, tegic satellite countries. 


(8) Development of internal security and civilian de- 
fense programs. 


(9) Improvement and intensificetion of intelligence 
> activities. , 
(10) Reduction of Federal expenditures for purposes other 
than defense and foreign essistance, if necessary by the de- 
ferment of certain desirable programs. . 
4 
(11) Increased texes. 


Essential as prerequisites to the success of this progrem 
would be (a) consultations with Congressional leaders designed to 
make the program the object of non-partisan legislative support, 
end (bo) c presentation to the public of a full explanation of the 
fects and implicetions of present internetionel trends. 


The program will be costly, but it is relevant to recall the 
disproportion between the potential capabilities of the Soviet end 
non-Soviet worlds (cf. Chapters V and VI). The Soviet Union is cur- 
rently devoting about 40 percent of available resources (gross 
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national product plus reparations, equal in 1949 to about $65 billion) - 
to military expenditures (14 percent) end to investment (26 percent), 
much of which is in war-supporting industries. In an emergency the 
Soviet Union could increase the allocation of resources to these pur- 
poses to about 50 percent, or py one-fourth. 


The United States is currently devotin ebout 22 percent of 
its -gross netional product ($255 billion.in 19119) to military expenc- 
itures (6 percent), foreign assistance (2 percent), and investment 
(14 percent), little of which is in war-supportin jndustries. (As 
wes pointed out in Chapter V, the "Pighting value’ obteined per dol- 
ler of expenditure by the Soviet Union considerebly exceeds that ob- 
tained by the United States, primarily because of the extremely low 
militery and civilian living standards in the Soviet Union.) In an 
emergency the United States could devote upward of 50 percent cf its 
gross national product to these purposes (as it did during the lest 
war), en increase of several times present expenditures for direct 
and indirect military purposes end foreign assistance. 


From the point of view of the economy 458 e whole, the program 
might not result ina real decreese in the stendard of living, for 
‘the economic effects of the progrem might be to increase the gross 
national product by more then the amount being ebsorbed for edditional 
military and foreign essistence purposes. One of the most significant 
lessons of our World War II experience was thet the American econony, 
when it operates at a level approaching full efficiency, can provide 
enormous resources for purposes other than civilian consumption while 
simultaneously providing @ high stendard of living. After allowing 
for price chengss, personel consumption expenditures rose by about 
~ one-fifth between 1939 and 1944, even though the economy hed in the 

meantime increased the amount of resources going into Government use 
py $60-$65 billion (in 1939 prices). 


This comparison between the potentials of the Soviet Union 
“pnd the United States also holds true for the Soviet world and the 
free world and is of fundemental importance in considering the courses 
of action open to the United States. - 


The comparison gives renewed emphasis to the fact that the 
Sroblems faced by the free countries in their efforts to puilé a suc- 
cessfully functioning system lie not so much in the field of econon-~ 
tes as in the field of politics. The building of such a system mey 
require more rapid progress toward the closer assoctation of the free 
countries in hermony with the concept of the United Nations. It i3 
cleer that our long-range objectives require & strengthened United 
Nations, or e successor orgenization, to which the world can iook for 
the maintenance of peace and order in @ system based on freedom ena 
justice. It also seems clear that e unifying ideal of this kind 
might awaken and erouse the latent spiritual energies of free men 
everywhere and obtain their enthusiastic support for a positive pro- 
gram for peace going far beyond the frustration of the Kremlin design 
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and opening vistas to the future that would outweigh short-rur. 
sacrifices, 


The threat to the free world involved in the development 
of the Soviet Union's atomic and other capabilities will rise 
steadily and rather rapidly. For the time being, the United Statcs 
possesses a marked atomic superiority over the Soviet Union which, 
together with the potential capabilities of the United Stetes and 
other free countries in other forces end weapons, inhibits aggress- 
ive Soviet action. This provides en opportunity for the United 
States, in cooperation with other free countries, to leunch a 
puild-up of strength which sill support a firm policy directed to 
the frustretion of the Kremlin design. The immediate goel of our 
efforts to build a successfully functioning political and economic 
system in the free world backed by edequate military strength is 
to postpone and avert the disastrous situation which, in light of 
the Soviet Union's probable fission bomb capepi aa and possible 
thermonucleer bomb capebility, might arise in 1954 on a continue- 
tion of our present programs. By acting promptly end vigorously 
im such a way that this dete is, so to speak, pushed into the 
future, we would permit time for the process of aici lecieaana a 
withdrawal end frustration to produce the necessary changes in 
-the Soviet system. Time is short, however, and the risks of wer 
attendant upon e decision to build up strength will steadily in- 
crease the longer we defer it. 
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CONCLUSIONS AND RECOMMENDATIONS 
CONCLUSTONS 


The foregoing anelysis indicates that the probable fissior. bomb 
capability and possible thermonuclear bomb capability of the Scviet 
Union heve greatly intensified the Soviet threat to the security ofr 
the United States. This threat is of the same character as thet de- 
scribed in NSC 20/4 (approved by the President on November 24, 1946) 
put is more immediate than head previously been estimated. In par- 
ticuler, the United States now faces the contingency that within the 
next four or five years the Soviet Union will possess the military 
capability of delivering a surprise atomic attack of. such weight 
that the United States must have substantially increased generel 
air, ground, and sea strength, etomic capabilities, and eir anc ci- 
vilien defenses to deter war and to provide reasonable assurance, 
in the event of war, that it could survive the initial blow and go 
on to the eventuel attainment of its objectives. In turn, this con- 
tingency requires the intensification of our efforts in the fields 
of intelligence and research and development, 


Allowing for the immediecy of the danger, the following state- 
ment of Soviet threats, contained in NSC 20/4, remains valid: 


"lh, he gravest threat to the security of the United 
States within the foreseeable future stems from the hostire 
designs and formidable power of the U.S.5S.R., and from the 
nature of the Soviet system, 

. M15, The political, economic, end psychological warvare 
which the U.S.S.R..is now waging has dangerous potentialities 
for weakening the relative world position of the United States 
and disrupting its traditional institutions by means shor of 
war, unless sufficient resistence is encountered in the poli- 
cies of this end other non-communist countries. 


"16. The risk of war with the U.S.5.R. is sufficien: to 
warrant, im common prudence, timely and adequate preparation 
py the United States. 


"a, Even though present estimates indicate thet the 
Soviet leaders probably do not intend deliberate armed a:- 
tion involving the United States at this time, the possi - 
bility of such deliberate resort to war cannot be ruled 
out. 


"b. Now and for the foreseeable future there {ts a 
continuing danger that war will arise either through So- 
viet miscalculation of the determination of the United 
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States to use all the means at its command to safeguarc 

: its security, through Soviet misinterpretation of our in- 
tentions, or through U. S. miscalculation of Soviet reec- 
tions to measures which we might take. 


"17, Soviet domination of the potential power of Eurasia, 
whetner echieved by armed aggression or by political and sub- 
versive meens, would be strategically and politically uneccept- 
able to the United States. 


"18. The capability of the United Stetes either in peace 
or in the event of war to cope with threats to its security or 
to gain its objectives would be severely weakened by interna 
developments, important emong which ere: 

"a, Serious espionege, subversion and sabotage, par- 
ticularly by concerted and well-directed communist activity. 


"pb. Prolonged or exaggerated economic instebilit;. 


ce. Internal politicel and sociel disunity. 


; "ad. Inadequate or excessive armement or foreign aid 
expenditures. 

"e, An excessive or wasteful usage of our resources 
in time of peace. 


"Pf, Lessening of U. S. prestige and influence 
through vacillation or appeasement or leck of skiil end 
imegination in the conduct of its forelgn policy or by 
shirking world responsibilities, 

- ">. Development of a false sense of security through 
a deceptive change in Soviet tactics." 


Although such developments es those indicated in paragraph 3 
above would severely weaken the capability of the United Steses and 
its allies to cope with the Soviet threat to their security, consid- 
erable progress has been made since 1948 in laying the foundation 
nye. which edequate strength can now be rapidly built. 


The Anelysis also confirms thet our objectives with respect to 
the Soviet Union, in time of peace as well as in time of war, es 
stated in NSC 20/4 (para. 19), are still valid, es are the aims ard 
measures steted therein (paras. 20 and 21). Our current security 
programs end strategic plans are besed upon these objectives, aims, 
and measures: 


9, 


"s, To reduce the power and influence of the 


U.S.S.R. to limits which no longer constitute a threat 
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to the peace, nationel independence and stability of the 
world family of netions. 


"db. To bring about a besic change in the conduct of 
international relations by the government’ in power <n Rus- 
Sia, to conform with the purposes and principles set forty 
in the U. N. Charter. 


. "In pursuing ‘these objectives, due care must be taken to 
avoid permanently impairing our economy and the fundemental 
vaiues and institutions inherent in our wey of life. 


"20. We should endeavor to achieve our general objectives 
by methods short of war through the pursuit of the follawing 
aims: a 

"a. To encourege and promote the gredual retrection 
of undue Russian power end influence from the present pe- 
rimeter areas around traditionel Russien boundaries and 
the emergence of the satellite countries eas entities in- 
dependent of the U.S.S.R. 


"pb. To encourage the development among the Russien 
peoples of attitudes which mey help to modify current So- 
viet behavior and permit ea revival of the national life of 

. Broups evidencing the ability and determination to echieve 
and maintain national independence. 


"é. To eradicate the myth by which people remote 
from Soviet military influence are held in a position of 
subservience to Moscow and to cause the world at large to 
see and understand the true nature of the U.S.S.R. end the 
Soviet-directed werld communist party, and to adopt a log- 


“ 


ical and realistic attitude toward them. 


"d. To create situetions which will compel the So- 
viet Government to recognize the practical undesirabllity 
of acting on the basis of its present concepts and the 
necessity of behaving in accordance with precepts of in- 
ternational conduct, es set forth in the purposes and 
principles of the U. N. Cherter, , 


"21, <Atteinment of these aims requires thet the United 
States; ; : 

"a. Develop a level of militery readiness which can 
be maintained as long as necessary as a deterrent to Sovies 
aggression, as indispensable support to our politicel att: - 
tude toward the U.S.S.R., 2s a source of encouragement to 
nations resisting Soviet political aggression, and es an 
adequate basis for immediete military commitments and for 
rapid mobllization should war prove unavoideble. 
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"b. Assure the internel security of the United Stat 
egeinst | dengers of sabotage, subversion, and espionare. 

"ce. Meximize our economic potential, including the 
strengthening of our peacetime economy and the establish. 
ment of essential reserves readily available in the event 
of ver. 


"d. Strengthen the evbenbetien. ounce the United 
States of the non-Soviet nations; end help such of those 
nations as are eble and willing to meke an importent cor- 
tribution to U. S. security, to increase their econonic 
and political stebility and their militery capebilitr. 


"e, Place the maximum strain on the Soviet structures 
of pover end particularly on the relationships between Mos- 
cow and the satellite. countries. 


"f. Keep the U. S. public fully informed and cogniz- 
ant of the threats to our netionel security so that t will 
be prepered to support the measures which we must accord- 
ingly edopt.' 


* * ¥% ¥ * 


In the light of present and prospective Soviet atomic caepebili- 
ties, the ection which cen be teken under present progrems end plens, 
: however, becomes dengerously inadequezte, in both timing end scope, tc 
eccon iplish the rapid progress toward the etteinment of the Uniced 
: States politicel, economic, and military objectives which is now im- 
perative.. 


A continuetion of present trends would result in a serious de- 
cline in the strength of the free world relative to the Soviet Union 
and its satellites. This unfavoreble trend erises from the inede- 
quacy of current progrems and plens rether then from any error in our 
objectives and aims. These trends lead in the direction of is»letior, 
not by deliberate decision but by lack of the necessary basis for 2 
vigorous initiative in the conflict with the Soviet Union. 


Our position es the center of power in the free world plases ea 
heavy responsibility upon the United States for leadership. We must 
organize end enlist the energies end resources of the free world in e 
positive progrem for peace which will frustrate the Kremlin design 
for world domination by creating a situetion in the free world to 
which the Kremlin will. be compelled to edjust. Without such a coov- 
erative effort, led by the United Stetes, we will have to make grad- 
uel withdrawals under pressure until we discover one day thet we 
have sacrificed positions of vitel interest. 
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It is imperative that this trend be reversed by a much more 
rapid and concerted build-up of the actual strength of both the 
United States and the other nations of the free world. The anal- 
ysis shows that this will be costly and will involve significant 
domestic finencial and economic edjustments. 


The execution of such a build-up, however, requires that the 
United States have an affirmative program beyond the solely deZens- 
ive one of countering the threat posed by the Soviet Union. This 
program must light the path to peace and order among nations in a 
system based on freedom and justice, es contemplated in the Charter 
of the United Nations. Further, it must envisage the political and 
economic measures with which and the military shield behind which 
the free world can work to frustrate the Kremlin design by the strat- 
egy of the cold war; for every consideration of devotion to our fur- 
damental velues and to our nationel security demands that we achieve 
our objectives by the strategy of the cold war, pbuilding up our mil- 
itary strength in order that it may not have to be used. The only 
sure victory lies in the frustration of the Kremlin design by the 
steady development of the moral and material strength of the free 
world and its projection into the Soviet world in such a wey as to 
bring about an internal change in the Soviet system. Such e posi- 
tive program--harmonious with our fundamental nationel purpose and 
nur objectives--is necessary if we are to regain and retain the 
initiative and to win and hold the necessary popular support and 
cooperation in the United States end the rest of the free world. 


This program should include a plan for negotiation with the So- 
viet Union, developed and agreed with our allies and which is conso- 
nant.with our objectives. The United States and its allies, partic-~ 
ularly the United Kingdom and France, should always be ready to ne- 
gotiate with the Soviet Union on terms consistent with our object- 
ives. The present world situation, however, is one which milfitates 

“against successful negotiations with the Kremlin--for the terms of 
agreements on important pending issues would reflect present reali- 
ties and would therefore be uneccepteble, if not disastrous, to the 
United States and the re.t of the free world. After e decision and 
@ start on building up the strength of the free world has beer made, 
it might then be desirable for the United States to take an inmitic- 
tive in seeking negotiations in the hope that it might facilitate 
the process of accommodation by the Kremlin to the new situation. 
Failing that, the unwillingness of the Kremlin to accept equitable 
terms or its bed faith in observing them would assist in consolidat- 
ing popular opinion in the free world in support of the measures 
necessary to sustain the build-up. 


In summary, we must,. by means of a rapid and sustained build- ip 
of the political, economic, and military strength of the free world, 
and by means of an affirmative program intended to wrest the initisa- 
tive from the Soviet Union, confront it with convincing evidence of 
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the determination and ability of the free world to frustrate the 
Kremlin design of a world dominated by its will. Such evidence is 
the only means short of war which eventualy mey force the Kremlin 
to abandon its present course of action and to negotiate acceptable 
agreements on issues of mejor impértance. . 


The whole success of the proposed program hangs ultimately on 
recognition by this Government, the American people, and all free 
peoples, that the cold war is in fact a real war in which the sur-: 
vival of the free world is at stake. Essential prerequisites to 
success are consultations with Congressional leaders designed to 
make the progrem the object of non-partisen legislative support, 
and a presentation to the public of a full explanation of the fects 
and Implications of the present international situetion. The pros- 
ecution of the program will require of us all the ingenuity, sacri- 
fice, and unity demanded by the vital importance of the issue and 
the tenacity to PORSeNere until our nationel objectives have been 
attained, 
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RECOMMENDATIONS 


That the President: ° 
@. Approve the foregoing Conclusions. 


b. Direct the National Security Council, under the con- 
tinuing direction of the President, and with the pertictoaticr 
or other Departments and Agencies as appropriate, to coordinate 
and insure the implementation of the Conclusions herein 29n an 
urgent and continuing basis for as long as necessary to achieve 
our objectives. For this purpose, representatives of the men- 
ber Departments and Agencies, the Joint Chiefs of Staff or 
thein deputies, and other Departments and Agencies as required 

-ghoula, .be constituted es e revised and strengthened staff or- 
ganization under the National Security Council to develoo co- 


_ -ordinated programs for consideration by the National Security S 
Council, 
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NSC. 68/1 
September 21, 1950 . 


BS Corea ELET TS. 2 


- 


NOTE BY THE EXECUTIVE SECRETARY 
to the . 


NATIONAL SECURITY COUNCIL 
on 


UNITED STATES OBJECTIVES AND PROGRAMS FOR NATIONAL SECURITY 
References; A. NSC Actions Nos. 351, 350-b, 342-b, 326, 
. 321, 307, 304, 302, 295 and 289 
B. Nsc 68 
C. Memo for NSC from Executive Secretary, 
subject: "Intelligence Requirements 
and Mobilization", dated August.8, 1950 
D. Memo for NSC from Executive Secretary, 
same subject, dated September 6, 1950 


The enclosed tentative response to the President's directive in 
NSC 68, prepared by the NSC Staff with the advice and assistance of 
the Ad Hoc Committee on NSC 68 and of representatives from the Pres- 
ident's staff, the Economic Cooperation Administration, the Bureau 
of the Budget, and the:Council: of Economic Advisers, is submitted 
herewith for consideration by the National Security Council, the 
Secretary of the Treasury, the Economic Cooperation Administrator, 
the Director, Bureau of the Budget, and the Chairman, Councii of 
Economic Advisers. . 


4 


There is also being circulated separately, for information in 
connection with this response, a set of ten related annexes, prepared 
by the respective departments and agencies as indicated in each annex. 


_ It is suggested that the enclosed report (Parts I, II, III anc 

IV), in the form adopted, be submitted to the President with the rec- 
. ommendations that he: . 
- a. Approve the enclosed report as a tentative basis for 
proceeding with the initiation of the programs described therein, 
with the understanding that there will be continuous review and 
revision of the specific elements and costs of the varicus pro- 
grams and that further study will be made of the availatility of 
physical materials and of the problems involved in effecting 
their proper distribution. : ; 

b., In the light of the enclosed tentative report, approve 
the Conclusions contained in the report by the Secretaries of 
State and Defense (pages 60 through 65 of NSC 68) as a state- 
ment of current U. S. policy to be followed over the next four 
or five years. 
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ce. Direct the National Security Council, together with 
the Secretary of the Treasury, the Economic Cooperation Admin- 
istrator, the Director, Bureau of the Budget, and the Chairman, 
Council of Economic Advisers: 


(1) To keep the enclosed tentative report under con- 
tinuing review and to submit revisions thereof to the 
President when appropriate, and specifically to submit an 
initial revision not later than December 15, 1950. 


(2) To submit to the Proaisent quarterly progress re- 
ports, beginning on December 15, 1950, on the implementa- 
tion of the programs described in Annexes 1 through 7. 


(3) To submit to the President, at the earliest prac- 
ticable date, agreed recommendations as to U. S. policies 
on the suodjects covered in Annexes 8 through 10. 


It is further suggested that,if the President approves the above 
recommendations, the National Security Council direct the senior Nc 
staff, with the assistance of the Ad Hoc Committee on NSC 68 and tre 
participating departments and agencies, to prepare for Council con- 
sideration the draft reports required in response to recommendation 
e above, 


It is requested that this report be handled with special secuc- 
itv precautions. in accordance with the President's desire that no 
pubdlicitv be given the NSC series without his approval, and that 
he intormation contained therein be disclosed only to the minimun 


number of officials of the executive Branch who need to know. 


Face a Rr nr cna 


JAMES S&S, LAY, JR. 
Executive Secretary 


ce: The Secretary of the Treasury 
The Economic Cooperation Administrator 
The Director, Bureau of the Budget 
The Chairman, Council of Economic Advisers 
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DRAFT? 


TENTATIVE REPORT BY THE 
NATIONAL SECURITY COUNCIL 
~ oF eget ee 
UNITED STATES OBJECTIVES AND 
PROGRAMS FOR NATIONAL SECURITY 


Part TI 
INTRODUCTION 

1. The invasion of the Republic of Korea, which occurred while 
this. tentative response to the President's directive in NSC 63 was in 
preparation, has amply sononstraved both the nature of the Soviet 
threat to the United States, and the willingness of the communist 
leaders to “euproy force to achieve their Sa cits as delineated 
in NSC 68, even at the risk of global ware ( tst—‘—Cts 

.2, The programs which have: been initiated pursuant to the Pres- 
ident's message to the Congress of July 19, 1950, constitute an ini- 
tial implementation of the iong-term United States build-up as well 
as of specific measures to meet the situation in Korea. 

3. The invasion of Korea imparts a new urgency to che anpraisal: 
of the nature, timing, and scope of programs required to attain the 
objectives outlined in NSC 68. The ending of the Korean operation, 
however, will not appreciably affect these estimates. As stated in 
the President's message, the nature of this attack has removed any 
doubt as to the willingness of the communist leaders to employ force, 
prepared in stealth and delivered with surprise, in disregard of in- 
ternational commitments and without provocation. The commitment of 


United States forces as a part of the United Nations forces to defeat 
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this local act of aggression has reduced the capability of the United 


States to react Locally in the event further acts of local agzression 
take place. “Phe demonstrated effectiveness of the equipment and 
training of the North Korean forces in combat has necessitated an 
upward revision of our previous estimates of Kremlin-dominated mi..- 
jtary capabilities, 

4%, The invasion of Korea reinforces the validity of the follow- 
ing position taken in NSC 68: "Frustration of the Kremlin design re- 
guires the free world to develop a successfully functioning political 
‘and economic system and a vigorous political offensive against tre 
Soviet Union. These, in turn, require an adequate military shield. 
under which they can develop. It is necessary to have the military 
powe er to deter, if possible, Soviet expansion, and to defeat, if nec- 
essary, ageressive Soviet or Soviet- directed. actions of a limited or 
total characters... In summary, we must, by means of a rapid and 
sustained build-up of the ‘political, economic, and military strength 
of the free world, and by means of an affirmative progran intended to 
wrest the initiative from the Soviet Union, confront it with convinc~ 
ing evidence of the determination and ability of the free world to 
frustrate the Kremlin design of a world dominated by its will... Such- 
evidence is the only means short of war which eventually may force 
the Kremlin to abandon its present course of action and to negoviate 
acceptable agreements on issues of major importance." 

5. ‘There are important corollaries: of this position: 

| a, The build-up of military strength in the free worida © 


should be accomplished with the utmost urgency and should 
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provide the necessary military shield on a continuing basis to 
be maintained during whatever period the threat of Soviet ag~ 
gression persists. Any other basis for our effort would impair | 
the prospect of securing a retraction of Soviet power without 
resort to ware 
(1) The urgency of the military puild-up is due both 
‘to the risks of local aggression at new points, and the pos- 
sibility of a general surprise attack simultaneously upon 
- our allies and ourselves. 
(2) Our present military situation in Korea leaves co 
adequate margin of strength, and should there be additional 
. instances of local aggression we would be in no position ine) 
take effective tocal action. In other words, our present 
military strength is grossly inadequate to protect our vital 
national interests. The longer we remain in such & posi~ sion 
the greater are the risks of events progressing toward g2n- 
eral war, or of our peing faced with the necessity of sur- 
rendering areas OF principles vital to our “survival. 
(3) Furthermore, there are indications that the USSR 
- and its satellites are undertaking urgent programs of eir- 
field construction, building up of advanced depots of sup- 
plies, and stockpiling with deadlines which make it appear 
probable that they are getting ina position to underta«<?2 
operations in 1951 or 1952 involving afar more serious risk 


of war than the Korean aggression. 
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(4) There also are indications that early developments 
-4n the Korean situation shook the confidence of our allies 
in U. S. ability to assist in repelling aggression. Since 
the build-up of strength contemplated in the U. S. programs 
is a joint effort, urgent steps by the United States to 
carry forward our part of the plan are necessary to restore 
and maintain confidence and stimulate a proportionate effcrt 
“py our allies. | | 
b. The military strength of the United States and cooperate 
ing countries should be puilt up to provide readily available 
forces that will: | 
(1) Act as a deterrent against further Soviet or 
‘Soviet-inspired aggression. | 
(2) Be “bie to participate in appropriate United Na~ 
tions enforcement action in case of Soviet or Soviet- 
directed aggression of a limited character, subject to the 
considerations set forth in sub-paragraphs d and @ of this 
paragraph. : 
(3) Meet a global war. 

_ Cy | It must be pointed out that the brief descriptions of 
the military programs which are set out in Part III of this Fe- 
port may be construed as being in conflict with the provisions 
of the section of NSC 68 which states: " ¥,that it is necessary 
to have the military power to deter, if possible, Soviet expan- 
sion and to defeat, if necessary, aggressive Soviet or Soviez- 


directed actions of a limited or total character." If this 
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paragraph in NSC 68 be interpreted to mean that our military 
power must be such as to be able to defeat Soviet or Soviet- 
directed actions in any theater which the Soviet would choose. 
without using the ultimate sanction of war against Russia it-- 
self, then the military programs set out in Part III hereof and 
the cost estimates based therec:t:ususnas responsive to the pol- 
icles set forth in NSC 68. However, in determining the military 
requirements which have been used as a basis for the cost est:~ 
mates contained herein, the Department of Defense has proceeced 
on an interpretation of NSC 68 involving the following bases: 
(1) The United States should have a military strength 
sufficient to meet her two fundamental obligations: 
(a) =Pratection against disaster, 
(b) Support of our foreign policy. 
(2) That in order to meet these two fundamental oblica- 
evGne? the following paste tasks are envisaged: 
(a) To provide a reasonable initial defense of the 
Western Hemisphere and essential allied areas, particr- 
larly in Europe. 
: | _(b) To provide a minimum mobilization base while 
offensive forces are being developed. 
(c) To conduct initial air and sea offensive oner- 
ations to destroy vital elements of the Soviet war-making 
capacity and to check snewy effeansive operations until 


allied offensive strength can be develored, 
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(a) -To defend and maintain the lines of communi- 
- cation and bases necessary to the execution of the 
above taskSe 2. & . 
(e) To provide such aid to our allies as is essea- 
tial to the execution of their responsibilities. 

(3) These estimates do not include additional require 
ments which are certain to develop in the field of guided 
missiles, . 

(4) The existence of the forces recommended her2in 
will not insure that the United States will be secure 
against attack by air or unconventional means. Furthermore, 

the forces recommended by the Department of Defense will r.o¥ 
be adequate to defeat the probable enemy unless augmented by 
the full mobilization of the United States and her allies, | 

It is believed, however, that the forces recommended will 

materially assist in the maintenance of dacs: 

d. The defense of Europe, in conjunction with the NATO pov- 
ers, and the defense of the Western Hemisphere are essertial 
elements in present planning to meet the contingency of a giobal 
war, With the forces recommended it would be possible to maxe 
available limited forces from the Ue. S. military establishment 
to participate in possible United Nations enforcement action to 
meet aggressive Soviet or Soviet-directed action of a limited 
local character, although this might result in some increas? 
in the calculated risks in the event of global war. Whether 


these forces, in conjunction with available forces of our allies, 
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would be able to defeat such aggressive Soviet or Soviet- 
directed action of a limited local character would depend upon 
the extent of the forces which would be made available to re- 
sist such action, as well as the extent of the forces which the 
Soviet and those whom they direct might make available in such 
aggression. Action against loo:}. sggzession also requires an 
increase in the capacity and will to resist in the areas sub- 
ject to such aggression, and the full cooperation (political, 
military, and other) of all members of the Community of Nations 
which oppose aggression. 

e. Aggressive Soviet or Soviet-directed action migh* be of 
such magnitude or in such an area or areas around the periphery 
“of the USSR that the. force requirements covered hereby will not, 
even in conjunction with the forces of cooperating countries, 
SeGyiie a basis to defeat the aggression, Attempt to defeat 
such Soviet-directed action would seriously dissipate our 
strength without ever involving the USSR directly, the one na- 
tion which holds the power of decision. 

f. Our degree of effectiveness to meet the various possibie 
actions outlined above is directly related to the time we have 
to effect our build-up. 


6. The following programs are expressed in dollars. Spending, 


however, is only one of the means necessary toa realization of the 


Of more fundamental importance are a heightening of will and 


effort and the development of organization and procedures among o1- 


allies and between our allies and ourselves to insure that the re- | 


sults sought will be achieved. 
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?. The requirements include adequate organization among the 
nations concerned and adequate management within them. Precisicn 
and responsibility in planning and execution of policies are now de- 
veloped in varying degrees among the various nations involved in 
these joint programs. Along with material assistance the Unitec. 
States must be prepared to give guidance to such recipients as will 
need it in order to make the material assistance effective. The 
United States must be ready to insist upon and assist in the devel- 
opment of standards of performance in the degree necessary to :nsure 
success. In a struggle iv water ideas and principles play an equal 
part with guns and butter, such imponderables are as indispensable 
to the accomplishment of the fundamental purpose of the United States 
as are the ‘tangibles with which this report principally deals, 

8. Aid pumped abroad without regard for the factors of manage- 
ment and organization would at best be vain and at worst harmfui. . 
An alert regard for opportunities to encourage and give effect va 
the willingness of others to do their part must guide foreign assist- 
ance, Not with our efforts alone but with their efforts és well, 
properly organized, and conducted in accordance with advanced methods 
of control, will we jointly provide the desired results--the develop- 
ment of strength adequate to free the world from the threat of ag- 
gression. If such efforts on the part of Serer free nations are not 
forthcoming, there would have to be a general reappraisal of our 
over-all policy. It will be essential, therefore, to assure that 


the effort of our allies keep pace with our own and that the 
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sharing of the burdens imposed by the rearmament effort be ecuitabie. 
Machinery for this latter purpose will also be required. 

9, It must be emphasized that the programs and estimated coszs 
in the following tabulation are not final. In the critical, complex, 
and rapidly changing international situation, it is impossible to 
blueprint the specific steps and the costs invalved, It is our in- 
tention to keep the problem of NSC 68 under aéneinusus scrutiny. But 
the course we must take and the magnitude of the effort required are 
clear. The principal value of these first estimates is that they - 
furnish a starting point for the major effort essential to our na- 
tional security and to our national objectives, 

10, Time has not permitted a thorough examination of tie matees 
ial requirements necessary to effect the several programs outlined 
“ere in terms of the timetable for which they are scheduled. It is 
clear, however, that these programs will ie Sonpeting among them- 
selves and with civilian demands both here and throughout the non- 
Soviet world. .Physical limitations of supply will necessitate deci- 
sions both as to the relative importance of the elements in the sev- 
eral programs and as to their timing. This will mean that, in addi- 
tion to machinery already in existence for domestic allocation of - 
materials, organization for global allocation of materials and the 
stabilization of fists auaeed will have to be established within tie 
next.few months. Such machinery would have to reconcile the comp2t- 
‘ine demands for scarce materials forthe civilian economies of the 
United States, our European allies, and the rest of the non-Soviet 


world, on the one hand, with the military and stockpile requirements 
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for the U. S. and its allies, on the other. Such machinery would in 
fact have to perform all of the functions which were performed in 
the last war by the combined materials, production, and munitions 
assignment boards. — 

11. It will be essential to assure that neutrals acquire a fair 
share but no more of the available critical materials and other 
goods. In this connection, it shoul be ‘noted that it will also he 
necessary to limit or deny the Soviet world's access to scarce eeeene 
tials, and this problem will raise again in acute form the generai 
issues of East-West trade discussed in NSC 69/1. 

12. During the first two or three years of a military build-up 
the risk of. global war within that period may be increased. This 
risk must be accepted, since the alternative is to abandon the at-~ 
tempt. to wrest the initiative from the USSR and accept piecemeal 
defeat at the hands of the Kremlin. 

"23 Furthermore, attainment of the military strength conten- 
plated by these programs will not in itself eliminate the threat 
posed by the USSR and assure the achievement of U. S. objectives as 
outlined in NSC 68, The military build-up is a Shield behind which 
we must deploy all of our non-military resources in the campaign to 
roll pack the power of the USSR and to frustrate the Kremlin design. 
The United States must at the same time, both by its actions and ae-~ 
meanor, make clear to all that it has no aggressive intentions; thas 
it is not threatening the security or independence of any peaceful 


country, The United States must also convince the other free nations 
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that this program is the only way, so long as the USSR continues its 
present policies and practices, to achieve eventually a peaceful and 
prosperous world, 

14, For the citizens of the United States and its allies, this 
effort will involve heavy sacrifices. The citizens of the free worid 
will be accepting canoer tly a sacrifice in their standards of li:- 


ing to make secure their right to live by free standards, 


‘ 
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Part If 


TABULATION OF COST ESTIMATES 


15, The estimates in the following tabulation represent 
a reasonable approximation of the scope and magnitude of the 
prograns required py NSC 68 as a baaia.for. thelr initiation, 
although it should be clearly understood that: 

a, The individual progrems in the tabulation have 
not yet been fully developed, examined in detail, or 
appraised jointly as @ balanced total program by the de- 
partments and agencies concerned, i 

ob. They would compete with the civilian economic 
eeds of the United Aes and other friendly countries 

and with each Se me many items. in short supply. 
c. It would be essential to set up domestic and 


combined machinery to determine the allocation of scarce 


resources as between these competing purposes. 
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TABULATION OF COST ESTIMATES PREPARED BY THE VARIOUS DEPARTMENTS AND AGENCIES (in Billions of Dollars)* 


FISCAL: YEARS . ; 
1951 1952 * 1953 1954 1955 ° 
OBL Exp OBL EXP *: OBL EXP OBL EXP OBL EXP 
U.S. ARMED FORCES 4.032" | 28.1280 | 4h 540 42.767 1h. 500 47.346 46.042 35.543 39.583 


5.100 


8 
rh 
= 
5 
& 
3 
o 
° 
8 
g 
3 
se 
8 
3 
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ee ee oe eee eee ee 
1.620 . 


FOREIGN GRANT AND , 3.950 800 1.520 
LOAN ASSISTANCE 


THFORMATION AND wii2 BG BT: 
EDUCATIONAL EXCHANGE 

NET DRAIN ON EXIM — i .230 .270 
BANK LEADING CAPACITY 

CIVILIAN DEFENSE 1.000 


* 
~ 
= 

| 


STOCKPILING | BT 


INTERNAL SECURTTIN#++ -266 


mame 
TOTAL 9.507 35.32 50.811 . 57.23 


59 241 3.420 54.179 1.770 5.313 51.361 


* These estimates will need to be revieed to reflect price changes. 
** Jacludes 12.94% for osuprert of Worea, ; ¥ : 
*#4* These estimates ere under review by tho interested agencies and are subject to some upward revidivd. The lucrsacae contemplated would 
be slight in comparison with the total amounts for all programs. 
*4*¥* Theae cont eatimaten are in addition to the sum of $495,839,510 incluted tn tho Department of Defense estimates for internal security. ° 


Nsc 68/1 2a ts es 


A 


. pproved For Release 2003/09/29 : CIA-RDP86B00249R001 100130001-4 


Approved FanRelease 2003/09/29 : CIA-RDP86B00269R001 100130001-4 


gehts hie 


Part TIT. 
BRIEF DESCRIPTION OF PROGRAMS 


16. The military programs are designed to provide U. S. forces 
in being or readily available to meet, in collaboration with our al- 
lies, the two fundamental obligations: 

ae Protection against disaster, and 
Bs Support of our foreign policy. 

17. The estimates of forces are based on the assumption that 
hostilities in Korea will terminate in fiscal year 1951. 

18. In arriving at these estimates of forces, with full consid- 
eration of the objectives of NSC 68, the following basic tasks were 
envisaged: | ‘ | 

a. To provide a reasonable initial defense of the Western 

Hemisphere and essential allied areas, particularly in Europe, 

| b. To provide Aceh tobilization base while offensive 

forces are being developed, | 

&. To conduct initial air and sea offensive operations to 
destroy vital elements of the Soviet war-making capacity and to 
check enemy offensive operations until allied offensive strength 
can be eet oped, 

ad. To defend and maintain the lines of communication and 
base areas necessary to the execution of the above tasks. 

e. To provide such aid to allies ae ae essential to the 
execution of their responsibilities, 


19. It should be realized that the forces recommended herein: 
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a. Will not insure that the United States will be atso- 

lutely secure against attack by air or unconventional means, 

be Will not be adequate <6 defeat the probable enemy unless 
augmented by full mobilization of the United States and her al- 
lies. 

c. Will not be adequate to defeat elther simultaneously or 
in sequence aggressive Soviet or Soviet-directed actions in So- 
viet-selected areas around the periphery of the USSR, although 
they will act. as a deterrent to further Soviet or Soviet-inspired 
aggression. 

20. The magnitude and phasing cf the MDAP indicated in this re- 
port are designed to provide our allies such aid as is essential to 
the execution of their responsibilities in the accomplishment of tn2 
tasks outlined herein.® ‘Phe planning on which these estimates must: 
be based is in the course of early major revision and may weli re- 
sult in showing an increase,in requirements, 

“21, The military equipment and supplies to be furnished by the 
United States directly to European forces will be procured largely 
in the United States, About 75 to 80 percent of the anticipated vol- 
ume of obligations for the furnishing of military equipment directly 
to the military establishments of eligible MDAP countries is esti- 
mated to be destined for the European NAT countries to build up the 
defensive strength of the NAT area in accordance with agreed plans. 
In addition, about six and a half billion dollars during the seriod 
is estimated to be required to support a Buropean production vrogram 


of military equipment for the European NAT countries and to provide - 


NSC 68/1 -15- rice 0S aa 


Approved For Release 2003/09/29 : CIA-RDP86B00269R001 400130001-4 


J oe 


a pe ss aes ee rs oi 


Approved Forgelease 2003/09/29 : CIA-RDP86B00249R001100130001-4 


general economic support in order to assist the European NAT coun- 

tries to raise and maintain a larger number of troops in active 

service, ~ | 

22. It must be pointed out, moreover, that the MDAP figures 
would have to be reviewed if the number of nations receiving assist- 
ance is increased or if the information obtained by the Joint Defense 
Mission now in Southeast Asia indicates a requirement for assistance 
beyond that now envisaged. 

23. Our political actions and economic programs are designed te 
develop a successfully functioning political and economic system ani 
a vigorous political offensive against the Soviet Union. U. 3. eco- 
nomic aid to other countries seeks to create economic conditions that 

would buiid the strength necessary to support the defense effort, and 

to prevent the coming to power of.communist or seriously hostile gov- 

ernments. The necessity for close coordination of sconomic and mili- 

- tary programs is obvious. " | | 
2k, The basic policy recommended in NSC 68 calls for: 

- a. The building of a military shield by the United States 

and its allies designed to deter Soviet aggression. 

- be. <A positive political and economic program designed to 
win the whole-hearted support for the West of accessible non- 
communist- controlled regions, 

c. A program ultimately to roll back the area of Soviet 

domination, . 

The programs outlined herein are directed primarily toward the. firs 

two objectives. .It is the intention, as outlined in NSC 68, to 
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initiate as early as possible a concerted political drive, using both 
overt and covert means, to roll back the perimeter of Soviet power 
and ultimately to frustrate the Kremlin design. 

25. The stockpiling program is desigried to afford the United 
States those strategic and critical materials, essential for the 
prosecution of a five-year war, which would not be forthcoming from 
U. S. wartime production and imports from accessible sourees. Cur- 
rent plans are designed to have these stockpiles complete and phys- 
ically on hand in the United States by 1954, In the light of in- 
creased military requirements for certain critical materiais, as re~ 
cently developed, a review of certain areas of the stockpiling pro-- 
gram is currently under way and may result in revision of some stock~ 
pile objectives, | 

26, The civilian defense program should contribute to a reason- 
able assurance that, in the event of war, the United States would - 
survive the initial blow and go on to the eventual attainment of its 
objectives. Civilian defense programs are designed to serve to nini- 
mize casualties in the event of attack, to provide emergency relief 
immediately after attack, and to help preserve the productive core of 
the nation. Civil defense programs are tailored to domestic military 
defense programs and require close and continuing coordination with 
then, . . . 

‘27. An intensification of intelligence and related activities is 
vitally necessary as a safeguard against political or military sur- 
prise and is essential to the conduct of the affirmative program en- 


visaged in NSC 68. The intelligence and related programs projected 
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in response to NSC 68 provide for such an intensification of efforv. 
Their effective execution will require an effective coordination of 
intelligence activities. 7 

28. Internal security measures, designed to meet a situation 
short of war and to help prepare for war if it comes, are ccncerned 
primarily with the major threatrof Saviretsicerrked communist activi- 
ties in the United States, 

29. Information programs are designed to be an important par of 
the affirmative action to wrest the initiative from the USSF. They 
are planned to obtain the eeoram psychological effect from the po- 
litical, economic and military measures undertaken by the Urited 
States and its allies. The first effort will be directed at creating 
psychological strength and resistance to communism in the areas and 
countries of most immediate ‘critical concern to the national. object- 
ives of the United States. 

30. Public and Congressional understanding and continuing s9- 
port of the national effort that we must undertake are essential. 

The armed ageression in Korea has done much to create a willingness 
to take necessary measures and accept necessary sacrifices. It nas 
ereated an added awareness of the gravity of the threat, but the 20m~ 
prehension of the twofold nature of the threat, in terms of essential 


values as well as in terms of tangibles, remains inadequate. 
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Part IV 


THE ECONOMIC IMPLICATIONS OF THE PROPOSED PROGRAMS: 
REGUIRED FISCAL, BUDGETARY AND OTHER ECONOMIC POLICIES 

31. The rapidity of the militery build-up and other 
proposed programs advocated in this Report is far greater than 
Was contemplated when certain polictes were written into the Mid- 
year Economic Report of the President in July. ‘Yet the actual 
implementation of the economic adjustment program recomendsd in 
mid-July has fallen far short of what was urged even then. Part 
of this has been due to delay in legislation; but it has also 
peen due to the fact that administretive action thus far has been 
considerably wopeer than the circumstances require, 


22, Proecicus time has olready been lost in the contrel of 
~ ! (yee AM - a . = s 


7 


inflation, prices have risen sharply during the last two menths, 
and widespread materials shortages are already interfering with 
industriel production both here and abroad. Perhaps more serious; 
for the long run, almost no start has been made on the basic pro- 
duction and expansion programs which are. so eegenbier if con- 

trols are to strengthen our economy instead of weakening it. 
The power of the American economy enormously to expand its pro- 
duction,.even more than the power to allocate more effectively 

the resources which.we now have, is the greatest single material 
asset which the free world Sassasese: We do not yet need rull 
economic mobilization in the sense of complete controls; we do 

need full economic mobilization in the sense of accelerating the ~ 
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step-up of our productive power, particularly through the forth- 


right expansion of capacity and output of a few key materials 


which are at the core of the total effort that we must- make. 


33. If we are to mobilize our resources with the speed 


called for in the Report, if we are to justify the faith of 


other nations in our leadership in coping, with world economi2 


problems, immediate, consistent and suateined action is called 


for along the lines summarized in the following paragraphs: 


34, The major economic conclusions and poliey recommenda- 


tions of this report are summarized as follows: 


a, The over~ 


~all economic bu-den of the programs 


recommen nded in this report is considerably short of that 


which would result 


from ara mobilize en The rapidity of 


eee 


the puild-up ee aeet: however, poses: many ‘of the policy 


problems that would be faced in the initial stages of Full 


mobilization. The 
strain on supplies 


portions. Further 


immediate infletionary impact and the 
in particuler areas are of major pro-- 


, to reduce the burden over the longer 


run ea major immediate effort to increase productive cepacity 


is essential, although this effort in itself will intensify - 


some of the immediate aifficuities. 


dD. The most 


fundamental attack on inflationary dan- 


gers must be on the tax front. Implementation of the pro- 


posed programs wou 


id result in an estimated budget deficit 


even with enactment of the pending tax bill, of about 15 
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bililon dollars for the current fiscal year, most of which 
would be incurred in the second half, and almost 30 billion 
dollars in the fiscal years 1952 and 1953. To eliminate 
these deficits would require an increase of about 50 per- 
cent in the over-all level of tax liabilities under existing 
legislation and the pending bill. Yet even achievement of 

a balanced budget would by no means fully eurbd inflationary 
pressures, Direct controls are no substitute for the maxi- 
mun feasible tax action at the earliest possible date, Such 
action is essential in order to make controls workable for 
any extended period of time, and in sraer ste prevent the 
continued accumulation of latent inflationary pressure. 

Ge. Vigorous use .- far beyond any thus fer taken - of 
controls over sonaunee and real estate (housing) credit is 
essential to draw down consumer buying in the face of in- 
evitably rapid rises in personal incomes,. During the first 
six months of 1950, consumer credit expanded at an annual 
vate of 3 billion dollars, In-June this rate jumped almost 
to 6 billion, ‘Outstanding home mortgage credit hes been 
expanding at an annual rate of 6 billion, and this hes been - 
accelerating. | 

ad. Maximum use of tax and credit measures cannot re- 
move the need for prompt use of materials controls in key 
areas through compulsory allocation, limitation and inventory 
powers, The continuance for another three or four months of 


recent price trends in such areas would very seriously 
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4ncrease the difficulty of & more general control progrenm, 
e. In view of the inevitable delays and limitations 
of tax action, and the limited effectiveness of selective 
credit and materials controls, full operational readine 3s 
should be attained as rapidly as poe for the imposition 
of general direct controls over prices and wages. There is 
great likelihood that such controls over prices and wagss 
will be needed in many areas within the next. few months. 
Speed in preparation for compulsica, and full publicity, 


will exercise a powerful restraining influence in the mean- 


- time.. 


£. The development of a coherent wage policy, ad- 


over a long period of time, when working hours and incomes 
will be increasing substantially, is urgent. We must bal- 
ance tax, credit and wage policies with the requirements of 
an effective anti-inflationary progran, and at the same time 


preserve economic incentives and standards of equity. This 


4s an extremely difficult problem in the context of programs 


of the size and duration recommended in this Report. t 
calls for 4 major effort. to promote sound collective bar- 
gaining, with the help of conferences of management, labor 
and government, before the possible invocation of wage con- 
trols, and also thereafter. | 


g. None of these controls, separately or in:.-- 
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combination, can dispel the need for measures to expand 
capacity, and to channel this expansion along most-needed 
lines. Without such growth we would in the long run weaken 
under the heavy new burdens being assumed. And because such 
growth takes time to accomplish, programs must be instituted 
now even though they complicate the immediate inflationary 

| srowien. 

h. Illustrative of these needs is the fact that com- 
bined military and stockpile requirements for aluminum, as 
stated in this Revere, would absorb over 85 percent of 
estimated supply in peak years; for copper over 50 percsnt. 
There will also be severe shortages of many other basic 
materials, Such:gréatly expanded U, 8S. needs for materials 

will also have important international implications, both 
from the standpoint of world availability of supplies, and 
of the balance of payments positions. of foreign countries. 

i. The need to expand capacity in key industries, 
coupled with the need to reduce non-essential consumption of 
scarce materials and to give weight to questions of vulner- 
ability to bombing in determining the location of new plants, 
will require the full cooperation of. government, management 
and labor. It will also require a substantial range of 
governmental decisions on new investment on a plant-by-plan* 
pesis. This will mean, among other measures, use of acceler- 


ated depreciation on the basis of individual certificates or 
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necessity, of allocation and limitation orders, and of credit 
supports. 

| j. The need to reduce vulnerability to bombing g-ves 
added weight to the need for capacity expansion. Dispersion 
can be more efficiently accomplished through directed growth 
than through re-location of existing favilities. 

k. The developmental programs of the Federal govern- 
ment, and of State and local governments, must also be ad- 
justed to the needs for expansion in critical areas, on the 
one hand,-and for the drastic reduction of non-essentiel 

‘spending and uses of scarce materials on the other. As in 
the case of private investment, this requires @& selective 


approach, “The coordination of Federal, State and iocai 


policies ts essential. 
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NOTE BY THE EXECUTIVE SECRETARY 
to the 
NATIONAL SECURITY COUNCIL 


on 
UNITED STATES OBJECTIVES AND PROGRAMS FOR NATIONAL SECURTTY 
References:’ A. NSC Action No. 361 
B. NSC 68; NSC 68/1; Annexes to NSC 68/1 
C. NSC 20/4 


At the 68th Council meeting, with the President pres: ding (NSC 
Action No. 361), the National Security Council, the Secretary of the 
Treasury, the Secretary of Commerce, the Acting Economic Cooperation 
Administrator, the Director, Bureau of the Budget, and the Chairman 
Council of Economic Advisers, considered draft reports on "United 
States Objectives and Programs for National Security" (NSC 68 and 
NSC 68/1), and: . 


&- Adopted the Conclusions of NSC 68 as a statement at 
policy to be followed over the next four or five years, anc 
agreed that the implementing programs will be put into effect 
as rapidly as feasible, with the unders*anding that the Spe- 
cific nature and estimated costs of these programs will be 
decided as they are more firmly developed, 


b. Deferred action on nsc 68/1 pending a revision of 
that report to be prepared by the NSC Staff for Council con- 
sideration not later than November 15, 1950. 


- &- Noted the President's instructions that there should 
be no public discussion of this program, and Specifically > 
public quotation of figures, until the appropriate tine as da 
termined by the President. 


The President has this date approved the Conclusions of nsc 68 
as a statement of policy to be followed over the next four or five 
years, and directed their implementation by all appronriate execr- 
tive departments and agencies of the U. S, Government. 


Accordingly, the Conclusions of NSC 68 are circulated herewith 
for appropriate action, 


JAMES S. LAY, JR. 
Executive Secretary 


cc: The Secretary of the Treasury 
The Secretary of Commerce 
The Economic Cooperation Administrator 
The Director, Bureau of the Budget 
The Chairman, Council of Economic Advisers 
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REPORT BY THE NATIONAL SEcuRITY CopsdaL PAT bw 
on. 


UNITED STATES OBJECTIVES AND PROGRAMS FOR NATIONAL SECURITY 
(Conclusions of NSC 68) , 


1. The analysis contained in NSC 68 indicates that the prob- 
able fission bomb capability and possible thermonuclear bonb capa - 
bility of the Soviet Union have greatly intensified the Soviet 
threat to the security of the United States. This threat is of tne 
Same character as that described in NSC 20/4 (approved by the Pres- 
ident on November 24, 1948) but is more immediate than had previ: 
ously been estimated. In particular, the United States now faces 
the contingency that within the next four or five years the Sovies 
Union will possess the military capability of delivering a surprise 
atomic attack of such weight that the United States must have sub— 
Stantially increased general air, ground, and sea strength, atonic 
capabilities, and air and civilian defenses to deter war and to Ppro- 
vide reasonable assurance, in the event of war, that it could sur- 
vive the initial blow and go on to the eventual attainment of its 
objectives. In turn, this contingency requires the intensification 
of our efforts in the fields of intelligence and research and devel- 
opment, : 


2. Allowing for the immediacy of the danger, the followin: state- 
ment of Soviet threats, contained in NSC 20/4, remains valid: 


"i, The gravest threat to the security of the United 
States within the foreseeable future stems from the hostile 
designs and formidable power of the U.S.S.R., and from the 
nature of the Soviet system. 


"15. The political, economic, and psychological warfare 
which the U.S.S.R. is now waging has dangerous potentialities 
for weakening the relative world position of the United States 
and disrupting its traditional institutions by means short of 
war, unless sufficient resistance is encountered in the poli- 
cies of this and other non-communist countries. 


"16, The risk of war with the U.S.S.R. is sufficient to 
warrant, in common prudence, timely and adequate preparation 
by the United States, 

"a. Even though present estimates indicate that The 

Soviet leaders probably do not intend deliberate armed 2an- 


tion involving the United States at this time the poz: -- 
bility of such deliberate resort to war cannot be 1. le. oat, 
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"b. Now and for the foreseeable future there is a 
continuing danger that war will arise either throuyh So- 
viet miscalculation of the determination of the United | 
States tc use all the means at its command to safe:uard 
its security, through Soviet misinterpretation of.our in- 
tentions, or .through U. S. miscalctiation of Sovie: reac- 
tions to measures which we might take. 


"17. Soviet domination of the potential power of Eurasia, 
whether achieved by armed aggression or by political and sub- 
versive means, would be strategically and politically unacc2pt- 
able to the United States. 


"18, The capability of the United States either in peace 
or in the event of war to cope with threats to its security or 
to gain its objectives would be severely weakened by internal 
developments, important among which are: 


"a. Serious espionage, subversion and sabotage, par- 
ticularly by concerted and well-directed communist activity. 


the Prolonged or exaggerated economic instability. 
"Ce Internal political and social disunity. 


"d. Inadequate or excessive armament or foreign aid 
expenditures. 


"e. An excessive or wasteful usage of our resourc3s 
in time of peace. 


"f, Lessening of U. S. prestige and influence through 
vacillation or appeasement or lack of skill and im:ginazion 
in the conduct of its foreign policy or by shirking worid 
responsibilities, 


"g. Development of a false sense of security through 
a deceptive change in Soviet tactics." 


3. Although such developments as those indicated in peragrash 

18 above would severely weaken the capability of the United State; 
and its allies to cope with the Soviet threat to their security, con- 
Siderable progress has been made since 19%8 in laying the foundation 
Upon which adequate strength can now be rapidly bulit, 


4, The analysis in NSC 68 also confirms that our ovjectives 
with respect to tne Soviet Union, in time of peace és well as in “ime 
of war, as stated in NSC 20/4 (para. 19), are still valid, as are the 
aims and measures stated therein (paras. 20 and 21). Our crrrent se- 


curity programs and strategic plans are based upon these objectives, 
alms, and measures: 


f Oa ESD te 
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"19, a. To reduce the power and influence of the U.S.S.2. 


-to limits which no longer constitute a threat to the peace 


national independence and stability of the world fanily of” 
nations. 

"bh. To-bring about a basic change in the comiuct of 
international relations by the government in power in Pus- 
sia, to conform with the purposes and principles set forth 
in the U. N. Charter. 


"In pursuing these objectives, due care must be taken to 


avoid permanently impairing our economy and the fundamental 
values and institutions inherent in our way of life. 


"20, We should endeavor to achieve our general objectives 


by methods short of war through the pursuit of the following 
aims: 


States; 


NSC 68/2 


"a. To encourage and promote the gradual retraction 
of undue Russian power and influence from the present perim- 
eter areas around traditional Russian boundaries ami the 
emergence of the satellite countries as entities incependent 
of the U.5.5.R.. 


"b. To encourage the development among the Russian 
peoples. of attitudes which may help to modify current Soviet 


' bebavior and permit a revival of the national life of groups 


evidencing the ability and determination to achieve and 
maintain national independence. 


"ce. To eradicate the myth by which people renote from 
Soviet military influence are held in a position of subs2rv- 
idence to Moscow and to cause the world at large to see ani 
understand the true nature of the U.S.S.R. and the Soviet- 
directed world communist party, and to adopt a logical ani 
realistic attitude toward them. 


"d. To create situations which will compel the Soviet 
Government to recognize the practical undesirability of act- 
ing on the basis of its present concepts and the necessity 
of behaving in accordance with precepts of international 
conduct, as set forth in the purposes nae principles of tne 
U. N. Charter. 


"21. Attainment of these aims requires that the Un:ted 


"a, Develop a level of military readiness which can 
be maintained as long as necessary as a deterrent to Sevisat 


-aggression, as indispensable support to our political 
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attitude toward the U.S.S.R., as a source of encouragement ~ 
to nations resisting Soviet political aggression, and as an 
adequate basis for immediate military commitments and for 
rapid mobilization should war prove unavoidable. 


'"D, Assure the internal security of the United States 
against dangers of sabotage, subversion, and espionage, 


"ce, Maximize our economic potential, including the 
strengthening of our peacetime economy and the esta>dlish- 
ment of essential reserves rapidly available in the event 
of war. 


"qd, Strengthen the orientation toward the United 
States of the non-Soviet nations; and help such of those 
nations as are able and willing to make an important contri- 
bution to U. S. security, to increase their economic and po- 
litical stability and their military capability. 


"e, Place the maximum strain on the Soviet structure 
of power and particularly on the relationships between Hos- 
cow and the satellite countries. 


"f, Keep the U. S. public fully informed and cogn:- 
zant of the threats to our nacional security so that it will 
be prepared to support the measures which we must accord:ng- 
ly adopt." _ 


eee: a. ae aK. * * | * * 


5. In the light of present and prospective Soviet atomic cava- 
bilities, the action which can be taken under present progrems and 
plans, however, becomes dangerously inadequate, in both timing and 
scope, to accomplish the rapid progress tovard the attainment of <he 
United States political, economic, and military objectives which is 
now imperative. 


6, A continuation of present trends would result in a serious 
decline in the strength of the free world relative to the Soviet 
Union and its satellites. This unfavorable trend arises from the 
inadequacy of current programs and plans rather than from any error 
in our objectives and aims. These trends lead in the direction of 
isolation, not by deliberate decision but by lack of the necessary 
basis for a vigorous initiative in the conflict with the Soviet Union. 


7, Our position as the center of power in the free world places 
a heavy responsibility upon the United States for leadership. We 
must organize and enlist the energies and resources of the free world 
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in a positive program for peace which will frustrate the Kremlin de-~ 
sign for world domination by creating a situation in the frse werld 
to which the Kremlin will be compelled to adjust. Without such a 
cooperative effort, led by the United States, we will have to make 
gradual withdrawals under pressure until we discover one day that we 
have sacrificed positions of vital interest, ; 


8. It is imperative that this trend be reversed by a much rore 
rapid and concerted build-up of the actual strength of both the 
United States and the other nations of the free world, The analysis 
in NSC 68 shows that this will be costly and will involve significant 
domestic financial and economic adjustments, 


9. The execution of such a build-up, however, requires that the 
United States have an affirmative program beyond the solely defensive 
one of countering the threat posed by the Soviet Union. - This prozran 
must light the path to peace and order among nations in a svsten 
based on freedom and justice, as contemplated in the Charter of the 
United Nations. Further, it must envisage the political and economic 
measures with which and the military shield behind which the free 
world can work to frustrate the Kremlin design by the strategy of 
the cold war; for every consideration of devotion to our fundamental 
values and to our national security demands that we achieve our 7- 
jectives by the strategy of the cold war, building up our militar: 
Strength in order that it may not have to be used, The only sur.. 
victory lies in the frustration of the Kremlin design by the stendy 
development of the moral and material strength of the free world and 
its projection into the Soviet world in such a way as to bring about 
an internal change in the Soviet system. Such a positive progran -- 
harmonious with our fundamental national purpose and our objectives 
~~ is necessary if we are to regain and retain the initiative and ‘to 
win and hold the necessary, popular support and cooperation in the 
United States and the rest of the free world, 


10, This program should include a plan for negotiation with the 
Soviet Union, developed and agreed with our allies and which is con- 
SOnant with our objectives. The United States and its allies, par- 
ticularly the United Kingdom and France, should always be ready to 
negotiate with the Soviet Union on terms consistent with our objecs- 
ives, The present world Situation, however, is one which militate; 
against successful negotiations with the Kremlin -- for the terms of 
agreements on important pending issues would reflect present reali- 
ties and would therefore be unacceptable, if not disastrous, to tre 
United States and the rest of the free world. After a decision ard 
a start on building up the Strength of the. free world has been made, 
it might then be desirable for the United States to take an initia- 
‘tive in seeking negotiations in the hope that it might facilitate the 
_ process of accommodation b, the Kremlin to the sew Situation. Failing 
that, the unwillingness of the Kremlin to accept equitable terms cr 
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its bad faith in observing them would assist in consolidating poou- 
lar opinion in the free world in support of the measures necessary 
to sustain the build-up. 


ice In summary, we must, by means of a rapid and sustzinec 
build-up of the political, economic, and military strength of the 
free world, and by means of an affirmative program intendec to 


wrest the initiative from the Soviet Union, confront it with con- 


12. The whole success of the proposed program hangs ultimately 
on recognition by this Government, the American people, and all free 
peoples, that the cold war is in fact a real war in which the sur- 
vival of the free world is at stake, Essential prerequisites to 
Success are consultations with Congressional leaders designed to 
make the program the object of non-partisan legislative su port, 
and a presentation to the public of a full explanation of the facts 
and implications of the present international situation, The pres- 
ecution of the program will require of us all the ingenuity, sacri- 
fice, and unity demanded by the vital importance of the issue and 
the tenacity to persevere until our national objectives hav> been 
attained, 
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NOTE BY THE EXECUTIVE SECRETARY 
to the 
NATIONAL SECURITY COUNCIL 


* 


on 


UNITED STATES OBJECTIVES AND PROGRAMS FOR NATIONAL SECURITY 
eferences: A. NSC Series 
B. NSC Actions Nos. 361 end 386 
C. Memo for NSC from Executive Secretary, 
same subject, dated November 14, 1950 


The enclosed revision of NSC 68/1 on the subject, pre- 
pared pursuant to Reference C. by the NSC Steff with the essist- 
ance of representatives from the other departments and agencies 
participating in the NSC 68 BEG IOCS: is submitted herewith for 
consideration by the National Security Council, the Secretery of 
the Treasury, the Secretary of Commerce, the Economic Cooperation 
Administrator, the Director, Bureau of the Budget, and the Chair- 
men, Council of Economic Advisers at the regularly scheduled 

_ Council meeting on Thursday, December 14, 1950. 


Also attached for information ere the following 


eppendices:” 
Appendix A - Tabulation of Approximate Costs 
of the Programs; 
- Appendix B+ The Economic Imolications of the 


Proposed Programs, prepared by 
‘the Cheirman of the Council of 
Economic Advisers, | 


There is also being circulated sepsrately, for information 
in connection with this report, a set of seven related annexes, 
prepared by the respective a ha and agencies as indicated 
in each ennex, 


It is recommended that, if the enclosed report is 
edopted, that it be submitted to the President for consideration 
with the recommendation that he approve it as a working guide and 
direct its implementation by all eppropriate departments and agen- 
eles of the U. S. Government, 
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It is requested that this report be he endled with specicl] 
security precautions, in in accordance witt with the President's desire 
ublicity be given the NSC 68 series without his approva)}, 
and that the information contained therein be disclosed only to 


the minimum number of offictels of the executive Branch who Branch who need 


' JAMES 8. LAY, dr. 
Executive Secretary 


Secretary of the Treasury 

Secretary of Commerce 

Economic Cooperation Administrator 
Director, Bureau of the Budget 
Chairman, Council of Economic Advisers 
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REPORT BY THE NATIONAL SECURITY COUNCIL 
on 
UNITED STATES OBJECTIVES AND | 
PROGRAMS FOR NATIONAL SECURITY - 

Le "Phe invasion of the Republic of Korea by the North Korean 
Communists imparted a new urgency to the appraisal of the nature, 
timing, and scope of programs required to attain the objectives ocuz- 
lined in NSC 68, The aggression by the Chinese Communists in Norvn 
Korea has created a new crisis and a situation of great danger. ‘ir 
military build-up must be rapid because the period of greatest dan- 
ger is directly before us. A greatly increased scale and tempo of 


effort is required to enable us to overcome our present military 


inadequacy. 


2... It must be emphasized that the programs and estimated costs 
in the tabulation in Appendix A are not final. In the critical, con- 
plex, and rapidly changing international situation, it is impossible 
to blueprint the specific steps and the costs involved. It is our 
intention to keep this problem, now so greatly accentuated, under 


continuous scrutiny. The principal value of these first estimates 


‘is that they furnish a starting point for the major effort essential 


to our national]. security and to our national objectives. 
3. The several programs hereinafter briefly described* are all 
conceived to be mutually dependent. In accordance with the underly- 


ing concept of NSC 68, they represent an effort to achieve, under the 


* These programs are described in greater detail in ‘the Annexes tc 


Nsc 68/3 reproduced separately. 
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shield of a military build-up, an integrated political, econonic, 
and psychological offensive designed to counter the current threat 


to the national security posed by the Soviet Union. 


The Military Program 


4, Present conditions make unacceptable the delay involved in 
the phasing of our military build-up over a four-year period. Ete ae 
evident that the forces envisaged earlier for 1954 must be provided 
as an interim program as rapidly as possible subject to continuous 
review to build toward military strength capable of fulfilling our 

two fundamental obligations: (a) Protection against disaster; and 
(bd) support of our foreign policy. The military programs are de- 
Signed to provide U. S. forces in being and readily available to 
meet, in collaboration with our allies, these two fundamental obli- 
gations. . | 

vee The estimates of forces Apecbasea on the assumption that 

2 hostilities in Korea will términate in Fiscal Year 1951. 

6, In arriving at these estimates of forces, with full consid- 
eration of the objectives of NSC 68, the following basic tasks were 
envisaged: 

a. To provide a reasonable initial defense of the Western 

Hemisphere and essential allied areas, particularly in Europe. 


b. To provide a minimum mobilization base while offensive 


forces are being developed. 
€- To conduct initial air and sea offensive operations ta 
destroy vital elements of the Soviet war-making capacity and to 
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check enemy offensive operations until allied offensive 
strength can be developed. 

ad. To defend and maintain the lines of communication ans 
base areas necessary to the execution of the above tasks. 

e, To provide aid to our allies to assist them in the exe- 
cution of their responsibilities. 
eam should be realized that the forces recommended herein: 

a. Will not insure that the United States will be abso- 
lutely secure against attack by air or unconventional means. 

b. Will not be adequate to defeat the probable eneay uniess 
augmented by full mobilization of the United States and her éi- 
Lies. | 

c. May not be adequate to defeat aggressive Soviet. or 
Soviet- directed actions in Soviet-selected areas around the 


periphery of the USSR, although they will act as a deterrent 


to further Soviet or Soviet~inspired sbaedeetons 


Foreign Military and Economic Assistance 
8, The magnitude and phasing of the MDAP reflected in this re- 


port are generally designed to accomplish the following: (1) to pro- 
vide nations which are participants in the none Ab LagesS Treaty with 
those quantities and forms of military and economic aid which they 
will require in order to raise, organize, train and equip by 195+ 
the forces set forth as necessary for the defense of the North At- 


Jantic Treaty area in defense plans currently approved by the North 
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Atlantic Treaty Organization (D. C. 28, dated 28 October 190);* and 
(2) to furnish military assistance which will, in varying degrees, 
assist certain other nations in Eastern Europe and the Middie East 
(Greece, Turkey and Iran) and in the Far East and Southeast Asia 
(Indochina, Indonesia, Thailand, the Philippines, Formosa, etc.: 
which are now receiving military assistance to restore or meintein 
internal security and, in the case of several countries, to perfs-m 
limited defensive missions in the event of major external aggression, 
A very substantial portion of the total aid proposed, perhaps 71% 
thereof, would take the form of armaments produced in the Unitec 
States, the remainder being primarily devoted to furnishing Western 
European nations with those additional resources which they will -2- 
quire, in addition to their own, in order (a) to support a compile. 
mentary European production program of the magnitude now envisaged 
= as necessary, and (b) to raise and maintain the forces which they 
must provide, | 
9, It should be specifically noted that the phasing of the 
~ HDAP is on an entirely different basis than that of the U. &. mil:- 
tary programs -- the former being timed, in accordance with the a; - 
Sumptions of the North Atlantic Treaty Defense Plan, to provide 
forces adequate for the defense of the North Atlantie area by 1954, 
whereas the tanger of the latter is to obtain the required Ue Sx 
forces as rapidly as possible. Since the factors which governed tie 
Selection of the earlier date in the case of U. S: programs have 
* The NSAB lember of the Senior NSC Staff declines to record a judg- 


ment on this statement, which refers to a document to which he nas 
not had access, 
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equal applicability to North Atlantic defense measures, it is of the’ 
greatest importance that the phasing of the latter should, to the 
maximum degree possible, be brought into consonance with the phasing 
of U. S. programs. Therefore, every method should immediately te ex- 
plored, and thereafter continue periodically to be explored, for ac- 
celerating, if possible to 1952, the completion date of the program 
envisaged in current North Atlantic Treaty defense plans, including, 
but not limited to, consideration of (a) additional measures directed 
toward encouraging, persuading and enabling other North Atlantic 
Treaty nations to increase and speed up their contributions; (b) new 
methods for accelerating the work of the North Atlantic Treaty Crgan- 


ization; (c). the possibility of setting earlier production targets 


for MDAP armaments to be produced in the United States; and (d) the 


possibility.of the United States assuming a substantially greater 
proportion than presently proposed of the actual task of physically 
producing the capital and replacement requirements of the forces to 
be raised. To the extent that such acceleration can be achieved, 
the amounts of U. S, aid required will tend to be telescoped even 
more sharply in the earlier years and will also be increasec in tre 
aggregate, Even in the absence of any such acceler tion, the further 
refinement (of. NATO defense plans and their firm pricing on an Ainter- 
national basis may indicate a U. S. aia requirement appreciably 
larger than that now proposed, 

10. In the event that the number of nations receiving assist-- 


tary assistance objectives with respect to parece ne aid recipients in 
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the Middle or Far East, as, for éxample, in the case of Formcsa or 
Indochina, MDAP figures would have to be reviewed. 

11. Our objective in providing economic aid outside the NATO 
areas is to create situations of political and economic strength in 
the free world especially in critical areas whose ‘present weakness 
may invite Soviet thrusts, However, as a consequence of increases 
demands on U. S. resources resulting from the military defense pro- 
gram, claims on U. 5S. resources for foreign aid have been limited to 
programs that will meet most urgent and immediate needs. These pre- 
grams have therefore been restricted to those fulfilling thrze broad 
purposes: (1) investment to increase the production: and facilitate 
the distribution of critical materials directly needed for defense; 
(2) aid to strengthen the defense effort of our allies; and (3) aid 


to enable governments which are or can be expected to become friendly 


members of the free world to win the confidence and support of their 
own peoples as a solid foundation for political stability ard na- 
tional independence. To reduce the drain on U. S. resources, aid 
programs have been held to the minimum believed necessary to effect 


these purposes. 


The Civilian Defense Program 

12, The civilian defense program should contribute to a reason- 
able assurance that, in the event of war, the United States would 
survive the initial blow and go on to the eventual attainment of its 
objectives. Civilian defense programs are designed to serve to min- 


imize casualties in the event of attack, to provide emergency relief 
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immediately after attack, and to help preserve the productive core 
of the nation. Civil defense programs are tailored to domestic mii- 
itary defense programs and require close and continuing coorcination 
with them. In this regard civil defense programs are currently be- 
ing reviewed with the objective of revising them, as to timing and 
magnitude, in. accordance with the more urgent and increased nilitary 


program now being developed. 


The Stockpiling Program 
13. The stockpiling program is designed to afford the United 


States those strategic and critical materials, essential for the 
prosecution of a five-yar war, which would not be forthcoming Ircm 
United Stetes wartime production and imports from accessible sources. 

14. Plans developed up to the end of November, 1950, had beer. 
designed to have these stockpiles complete and physically on hanc 
in the United States by 1954, 

15. The stockpile program is currently being reviewed with the 
objective of revising in accordance with and subject to the increase 
military requirements now being developed. In addition, stcckpi-e 
objectives themselves are undergoing constant review, particularly 
in the light of such questions as substitution of other less crizi- 
cal materials, tests of necessity, and changes in military specirti- 


cations. 


The Information Program 
16. “he information and educational exchange programs are de-~- 


signed to develop the maximum psychological effect from the political, 
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diplomatic, economic and military measures undertaken by the United 
States and its allies and to convey the implications of these meas- 
ures effectively to the minds and emotions of groups and individuals 
wno nay importantly influence governmental action and popular atti- 
tudes in peel vens and among other peoples. The primary effort. 
will be directed at creating, in the areas and the nations of most 
critical importance to the achievement of the national objectives of 
the United States, (a) popular and governmental confidence and res )- 
lution in support of the shared interests of the peoples of the free 
world, and (b) psychological resistance to the further expansion, 
whe ther by overt or covert means, of the influence of Soviet Con- 
munism. | 

17. The peoples of the Soviet Union and its satellites, as well 
as the neoples of the most vulnerable areas of the free world, are 


primary targets of this psychological offensive. 


Intelligence and Related Activities 

18. An intensification of intelligence and related activities 
is vitally necessary as a ‘safeguard against political or military 
surprise and is essential. to the conduct of the affirmative program 
envisaged in NSC 68. The intelligence and related programs pro jected 
in response to NSC 68 provide for such an intensification ov efriort. 
They are being put into execution as rapidly as possible without sues: 


erence to the phasing of the other programs presented in this report. 
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The Internal Security Program 
19. The elements of the accelerated program recommended by the 


Interdepartmental Committee on Internal Security and the Interdepart- 
mental Intelligence Conference constitute a. balanced -internal secur- 
ity program within the framework of the original NSC 68 project. 
There is every reason to believe that if these basic elements ara 
realized they will contribute substantially to the accomplishment of 
the objectives outlined in NSC 68 by insuring the adequacy of the na- 
tion's internal security, which is an indispensable part of a nation- 
ally secure United States, The early realization of the objectives 
outlined by the ICIS and the IIC is essential in order to strengthen 
our defenses against the dangers of espionage, sabotage, and other 
tycves of subversion by impeding the individual and collective will 
of subversive elements to act to the detriment of internal security 
by increasing the physical hazards as well as the legal obstacles 
and penalties incident to the commission of subversive acts. Addi- 
tionally, it will afford greater protection to the nation's critical 
governmental and industrial facilities; it will make more-secure the 
orderly functioning of government; it will minimize the possibilisy 
of the clandestine introduction of unconventional attack meCia and 
of the exportation of strategic materials and information; end iz 
will thus aid in thwarting the strategy und tactics of the Kremlin 
which are designed to weaken, dominate and destroy us as a free 
people. 

20. In the light of developments since the preparation of 
NSC 68 and in view of the resulting revisions in The Military 
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Program, ever-increased emphasis should be afforded the projected 
{nternal security program to the end that the level of internal 
security preparedness contemplated by 1954 may be attained by 


(19592, or as soon thereafter as circumstances permit. 
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he following tabulation of the approximate costs of the 
programs pequines to implement the policies outlined in NSC 68/3 
es a five year period, 1s wholly tentative both with respect to 
the magnitude of the sums involved, and the rate of their expenii- 
ture, It 1s inserted solely to convey an idea of the general 

megnitudes likely to be required for the NSC 68 program accorciig 

to current estimates of requirements. The four yeer projection; 
for certain of the programs are Subject to review in the light of 
the decision to accelerate the military program as rapidly as 


possible, and aré currently being reappraised, 
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SC 
ae A CL — 7 7 
a 3 a i 3 
PROGRAMS. | py i951 | FY 1952 FY 1953 FY 1954 $$: FY 1955 _ 
1.7%, ARMED FORCES* © | 
TOREIGN MILITARY AND. | | 
ECONOMIC ASSISTANCE 8.697 20.409 10.237 7.650. | 5.010 _ 
INFORMATION AND a 
EDUCATIONAL EXCHANGE 233 193 .198 200 200 
nes . Ly 
SIVILIAN DEFENSE - Federal £150 486 | 632 450 | ** 
| - State --- 418 = 
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3TOCKPILING 


(NTERNAL SECURITY 


>f Defense programs which | 
e included in "U.S. | 
Forces" .112 .154 


+ ™o be supplied by the Department of Defense. 


'* The assumption is made that only recurring and maintenance costs will be incurred after FY 1954. 
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APPENDIX B 


NOTE: This 1s based on assumptions concerning the U. S. mili- 
tary programs which appeared most reasonable on tne 
pasis of the NSC Senior Staff meeting of Wednesday, 
December 6, 1950, namely: 

a) That the strength target for June 1952 would 
be 3.2 million men; and 
b) That the force targets for June 1954 set forth 
in NSC 68/1, dated September 21, 1950, woulc 
be accepted as targets for June 1952. 
The broad calculations flowing from these assumptions 
were in large measure based on Annex A to the NSHB 
document of December 4, 1950, entitled "Instruction for 
Preparation and Presentation of Programs and Program 
Requirements". This Annex represented a preliminary 
effort to translate these assumptions into terms of 


productive effort. 


Should these assumptions be revised substantially up- 
wards the attached document would, of course, requires 


major revision. 
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1. The top advisers to the President in the field of economic 
policy have been asked to register their appraisal of the economic 
Ampact and economic policy implications of the objectives of .: 

NSC 68/2, as approved by the President on September 30, 1950, ana 
of the programs submitted in support of those objectives. It is 
not, of course, the function of such an economic appraisal to pass 
judgment on the adequacy of the recommended programs to meet the 
requirements of military and foreign policy in the light of the 
risks and needs outlined in NSC 68/2. If such an appraisal show- 
ed, however, that the recommended programs substantially exceedec 
our economic capabilities, or wrought damage to the economy to an 
extent endangering our general strength, they would clearly have 

to be brought into balance. Likewise, if such an economic apprais-- 
al showed that the recommended programs fell substantially short 

of our economic capabilities, or imposed a burden upon the economy 
light in relation to the seriousness of the clearly revealed and 

- commonly agreed upon national danger, that conclusion should be re- 
vealed forthrightly as one guide in evaluating these recommended 
programs, 

2. Because it has not been feasible, within the time availatie, 
for the Department of Defense to prepare procurement and expenditire 
estimates in support of the force and strength targets recommendeéc 


for June 1952 and thereafter, only a few broad indications of 
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economic impacts can be given at this time. From such preliminar; 


berm 


calculations as can be made, however, certain broad conclusions 
emerge clearly. 

3. The programs ‘Submitted in the - report mepresent @ relatively 
brief maximum effort toward a limited objective. ‘The strength 
target of 3.2 million men for June 1952 represents about 42 per- 
cent of the total labor force, as compared with over 17 percent 
(12.3 million men) during the peak of World War II, and about 
63 percent (3.9 million men) as of July 1, 1942, Military produec- 
tion at its peak would absorb not more than 15 to 20 percent of tne 
total steel Supply, as compared with well over 50 percent during 
World War II, Yet production of ingot steel is now at an arnual 
rate of 100 million tons, as compared with 89 million tons in 
1944, The absorption of copper would be less than one-thire of 
supply, as compared with two-thirds during World War II. The ab- 
Sorption of aluminum would also be less than one-third, as compared 
with over 80 percent during World War II. 

4. The production rates required to achieve the targets indi.. 
cated in the revort would reach a Peak in 1952 which would b2 sub- 
Stantlally below our capabilities. Total budget expenditures on 
national Security programs would probably reach a peak annual rata 
of about 70 billion dollers during the second half of the fiseal 
year 1952, or about 25 percent of total national output. Tf such 
expenditures were to reach the World War II peak burden of ahout 


42 percent of national output, they would amount to about 130 bil- 
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lion dollars. If they were to reach the 32 percent level achieved 
during 1942; 4.e. during the 12-months period following Pearl Har. 
bor (when the number of men in the armed forces averaged 3.€ mil- 
lion men), they would amount to about 100 billion dollars. Such 
calculations are, of course, only illustrative. They indicate 
quite clearly, however, the limited enaraeten of the effort im- 
piled in the programs recommended in the report. 

5. This relatively limited character of the programs does 
not, of course, mean that their impact on civilian consumption 
would be negligible. In order to free the materials necessary to 
support the productive effort implied in these programs (with no 
allowance for stockpiling), the production of automobiles ari of 
other seabed Ale ne Kenwunen eoeds would probably have to be cut 
below their 1950 levels by sixty percent or more. Housing would 
have to be cut by more than one-third. The production of civilian 
radios and television sets would have to be cut by much more than 
this, 1f not eliminated entirely, in order to meet military demancis 
for electronics. | 

6, Although these represent very sharp cuts in individual 
items below the record-breaking levels of 1950, tlie: general eivilian 
consumption standards which would be possible under the proposed 
programs could hardly be described as austere, even if the rela- 
tively comfortable standards of World War II in this country were 
Lavan to represent bedrock austerity. By the standards of any 


Otner country in the world, they could only be described as 
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luxurious. Aggregate personal consumption in 1952, although sub- 
stantially different in composition and somewhat less satisfac- 
tory to consumers, would be within 10 percent of the 1950 level. 

It would be nearly one fourth greater than the 1944 level, and over 
half again as great as’ in- 1939. Even the - production of durable 
consumer goods would be about half again as great as in 1939. 

7. These broad estimates are based on the assumption that 
working hours and the proportion of the population drawn into the 
active labor force would increase considerably above recent levels, 
although not approaching the peaks of World War II. With greater 
increases in labor effort than assumed in these estimates, a sub- 
stantially greater increase in total output could be achieved. This 
-geeia provide the basis for a greater military production even wnile 
still maintaining the consumption standards outlined above (with 
the exception that sharper cuts in durable consumer goods would. cf 
course, be necessary in order to free materials for military pro- 
duction). = : 

8. Given a m:jor labor effort over the next two years, and 
given a substantial investment in basic productive facilities, there 
can be no doubt that the force targets presented in the report 
could, from the standpoint of our manpower and other resoure2s, te 
maintained indefinitely; and that, even with the maintenance of 
these forces, the civilian consumption standards of 1950 could be 
restored and improved within a few years. This is hardly the tire 
to give high priority to improving the consumption standards of 1650. 
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But the fact that such an achievement is within reasonably conserve- - 
tive bounds of feasibility casts light on the degree of long-term 
sacrifice and effort implied in the programs recommended in the re. 
port. Without passing any judgment upon the adequacy of the pro- 
grams recommended in the report, which would be outside the scope 
of economic analysis, it follows palpably that these programs in 
terms of their economic implications fall about half way between 
"business as usual" and a really large-scale dedication of our 
enormous economic resources to the defense of our freedoms, even 
when defining this large-scale dedication as something far short of 
an all-out war or *. l-out economic mobilization for war purposes. 
9. Aside from the basic economic conclusion Just stated, it 
As necessary to outline the economic policies which would flow fron 
programs of the size and degree of acceleration recommended in the 
report. “Tt is seleLevidert that defense, civilian (both industri... 
and consumer) and international needs are of such a size that none 
can be given an absolute priority over another. Perhaps the most 
striking example of this is’ the fact that fulfillment of the 
manganese stockpiling goal would require a very severe cutback in 
current steel production, A decision to attempt to achieve the 
full stockpile objective for copper by June 1952, for example, woud 
be tantamount to a decision to forego any industrial expansicn in 
this country, and to disrupt the economies of allies nations, It <3 
for such reasons that so great importance is attached by Mr. Atlee 
in the current conversations to the establishment of machirery for 


the international allocation of basic materials. 
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10. The central and urgent requiremens> of economic policy, 
4ndispensable to the sound formation of policy in all other areas, 
is the continuing maintenance of an over-all 4nventory of supply 
and requirements, accompanied by a continued basic programming, to 
determine the priority considerations which must determine the qiee 
tribution of available supply among competing requirements. ‘he 
basic requirements are military, stockpiling, international, in- 
dustrial and consumer. These must all be serviced, in varying de- 
grees, by the totality of supply. Every specific economic prograin 
is directed, in the final analysis, toward the matching of supply 
and requirements, whether it be by inereasing supply, redirecting 
supply, or restricting certain requirements. And since this over- 
all programming operation is central to the whole task of economic 
mobilization, it should be located in one place. Further, this 
place of location should also be the place of location for ulti- 
mate decisions, short of the president, with respect to coordina- 
tion Se settlement of disputes arising from conflict- 
ing policies or requirements, etc. This is true because no ulti- 
mate coordinator or umpire can act effectively unless armed with <« 
programming operation to provide the basis for intelligent action. 
The Administrative question of where this function is located is 
not specificially within the economic sphere, put economic aralysis 
must point out that until this operation its functioning on a centra- 
lized and comprehensive basis there can be no effective economic 


mobilization either partial or complete. 
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11. The completion of the first effort at such a comprehensive . 


balancing of program requirements and supply would reveal the need, 
and provide first quantitative Guide lines, for the expansicn of 
capacity in critical areas. It would also reveal areas where such 
expansion could se given only a low priority. Such an analysis is 
essential in order to give meaningful and detailed content to the 
term "shortages", and in order to translate the need for expansicr. 
into concrete terms, 

12, Such a comprehensive programming operation is also essen- 
tial to reveal the way in which direct controls Should be used, 
The need for such controls is no longer in question. There ean now 
be no doubt of the early necessity for complete allocation of basi: 
materlals throughout the economy, on a scale comparable to the Con- 
trolled Materials Plan of World War II. There can be no doutt tha; 
widespread price ad wage controls will be required within the near 
future.- Maximum feasible action in the fields of taxation ara credit 
will be essential, not in the hope of minimizing the need for di- 
rect controls, but in order’ to make those controls workable. The 
probable existence, under present and pending tax legislation, of < 
deficit of over 30 billion dollars (annual rate) by the second half 
of fiscal 1952 is ample evidence of this. 

135 It would be the height of folly, however, to initiate a 
fully comprehensive system of direct controls before having a rea- 
sonably clear idea of the purposes which those controls were in- 


tented to accomplish, i.e. before major policy decisions had been 
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reached in the light of a comprehensive analysis of the facts, and 


of a reappraisal of existing policies in the light of those: facts, 
Controls without purpose could only weaken the economies of the 
free world and confuse the populace. Nonetheless, it eee be 
emphasized that certain tasks to be accomplished by controls are so 
immediately urgent, and the size of the ultimate task so great, 
that the development of the necessary organization and staff shawild 


proceed with utmost speed. 
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NOTE BY THE EXECUTIVE SECRETARY 
on 


UNITED STATES OBJECTIVES AND PROGRAMS FOR NATIONAL SECURITY 
References: A. NSC Series 
B. NSC Action No. 393 
C. Memo for NSC from Executive Secretary, sane 
subject, dated December 13, and three nemos 
dated December 14, 1950 


At their 75th Meeting, with the President presiding, the Ne- 
tional Security Council, the Secretary of the Treasury, the Secre- 
tary of Commerce, the Economic Cooperation Administrator, the Di - 
rector, Bureau of the Budget, and the Chairman, Council of Econonic 
Advisers, considered NSC 8/3 on the subject and adopted the draft 
report contained therein subject to the following amendments (NSC 
Action No. 393): 


a. The amendments in paragraphs 4, 7-c, 9, 11 and 15, vroposed 
by the Senior NSC Staff by reference memorandum dated be- 
cember 14, 1950. 


b. The amendment in paragraph 5 proposed by the Joint Chiets 
- of Staff by reference memorandum dated December 13, 1950, 


The President then issued at the meeting the following direct- 
ive (NSC Action No. 393-b): 


Nsc 68/3 as amended is approved as a working guide for tre 
urgent purpose of making an immediate start. However, since 
this paper points out that the programs contained in it are not 
final, I hereby direct the Secretary of State and the Secretary 
of Defense to undertake immediately a joint review of the 
politico-military strategy of this Government with a view tc 
increasing and speeding up the programs outlined in NSC 68/2 

-as amended in the light of the present critical situation arc 
to submit to me appropriate recommendations, through the Nos, 
as soon as possible. 


is hereby directed. 
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Accordingly, the report contained in NSC 68/3, as amended by 
the Council and approved by the President, is circulated herewith 
for implementation by all appropriate departments and agencies or 
the U. S. Government as directed by the President in the above 


paragraph, 


Tt is reanested that this report ‘be handled with special secur- 


{ty nrecautions, in accordance with the President's desire that no 
nblicity be given the NSC 68 Series without his approval, and that 
a information contained herein be disclosed only to the mininun 
number of officials of the Executive Branch who need to know. 


JAMES S. LAY, JR. 
Executive Secretary 


ec: The Secretary of the Treasury a 
The Secretary of Commerce 
The Economic Cooperation Administrator 
The Director, Bureau of the Budget me - 
The Chairman, Council of Economic Advisers 
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